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Not As Cheap As Claimed 


Assertions of government ownership advocates as to 
comparative advantage to the public of municipal 
charges as compared with those of the privately 
owned utilities disproved, in the opinion of the 
author, by the facts developed by the Federal Power 
Commission’s painstaking survey of electric rates. 


By WILLIAM M. CARPENTER 


ways agitated subject of electric 

rates received further attention 
through the passage by Congress of 
the Rankin-Norris resolution provid- 
ing that: 


WHEREAS accurate and comprehensive in- 
formation regarding the rates charged for 
electrical energy and its service to residen- 
tial, rural commercial, and industrial con- 
sumers throughout the United States is 
required by the Congress and other govern- 
mental agencies; and 


T the spring of 1934, the al- 


WuereAs no compilation of such rates 
and charges has been made by any official 
body: Therefore be it 


REsotvep by the Senate and House of 


Representatives of the United States of 
America in Congress assembled, That the 
Federal Power Commission be, and it is 
hereby authorized and directed to investi- 
gate and compile the rate (sic) charged for 
electric energy and its service to residential, 
rural, commercial, and industrial consumers 
throughout the United States by private and 
municipal corporations and to report such 
rates, together with an analysis thereof, to 
the Congress at the earliest possible date.? 


In spite of the preamble, it does not 
directly appear that the motives be- 
hind all this were solely those of fact- 
finding or of scientific research, nor, 
as the somewhat naive wording of the 


1 Public Resolution No. 18—73rd Congress, 
Approved April 14, 1934. 
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resolution would indicate, did Con- 
gress fully appreciate the Herculean 
task which it handed over to the Fed- 
eral Power Commission. From some 
of the remarks made during the de- 
bates on the subject, it would rather 
seem that the object was to “show up” 
the utility companies by impressing 
upon the public mind the disparity be- 
tween the rates charged by companies 
in each community and those at 
Tacoma, under the TVA, and under 
the lower scale of electric rates which 
were presumed to exist under munici- 
pal ownership in general.* 


.“ this way the “yardstick” idea 
would be extended and given local 
color and the ground further prepared 
for the widespread nationalization of 
the service of electricity supply in the 
United States. I quote from the Rec- 
ord: 


Mr. Taylor of Tennessee: The object is 
to establish a yardstick to show what the 
cost of electricity should be. 

Mr. Rankin: Yes. We are trying to 
bring uniform rates to the American people. 

Mr. Bakewell: This commission is to 
find what the charge for electricity is in 
different parts of the country, from both 
publicly owned utilities and privately owned 
utilities ; the gentleman himself has referred 
to it as giving a measuring rod of values. 

Mr. Rankin: Yes; a yardstick.’ 
Following the mandate of Congress 

the Federal Power Commission made 
a careful and painstaking survey of 
electric rates in every place which 
would furnish it with the information, 
and last summer published the first of 
its series of reports, covering domestic 


service. 


Yee caticee tay and analyzed, this in- 
formation bears out few of the 
theories so widely held by the public. 


2 Congressional Record, pp. 5034-5; 6070-1. 
8 April 4, 1934, p. 6164. 


Far from being cheap, the analysis of 
these figures discloses a startling de- 
parture from the commonly accepted 
doctrine of “low municipal rates” 
which has been founded on the widely 
publicized performance of a handful 
of selected plants, and it becomes in- 
creasingly evident that, if “yard- 
sticks” are to apply, there still remains 
an ample opportunity to apply them 
to the operation of many of the public 
plants themselves. Instead of “show- 
ing up” the companies to their mani- 
fest disadvantage, the comparison be- 
tween municipal and private rates dis- 
closes that the typical place served by 
a private company enjoys a lower rate 
than that of the typical place supplied 
by a municipal plant for all but the 
smallest quantities of use. 

Limitations of space do no per- 
mit a rehearsal of all the details, but 
the figures show that, as far as the 
small consumer of 25 kilowatt hours 
per month is concerned, the average 
municipal plant for the United States 
as a whole, with its charge of 8.60 
cents per kilowatt hour, undersells 
the typical private company by 4 per 
cent. For all other quantities of use, 
the private company offers lower 
rates. For the medium-sized consum- 
er of 40 kilowatt hours per month the 
municipal town charge of 8.03 cents 
per kilowatt hour, is 0.4 per cent 
higher than the private company 
charge. Above this, the price advan- 
tage is increasingly on the side of cus- 
tomers of the private company. At 
100 kilowat hours per month, where 
lights, small appliances, and a refrig- 
erator are used, the customer of the 
average municipal plant, at 5.73 cents 
per kilowatt hour, pays 5 per cent 
more than he would to a private com- 
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pany. Where cooking is added, the 
average municipal plant, at 4.40 cents 
per kilowatt hour, charges 17 per cent 
more and, for those who heat water in 
addition, 39 per cent more than the 
private utility. At 500 kilowatt hours 
per month, the “fully electrified 
home” in the average town supplied 
by a municipal plant has to pay $234 
per year, or $66 more than where 
a private company supplies the serv- 
ice. 

N some of the individual states, this 

comparison becomes extreme. In 
Minnesota, for example, the consum- 
er of 500 kilowatt hours monthly 
pays 45 per cent more under municipal 
ownership, in Illinois 71 per cent 
more, and in New Jersey 92 per cent 
more; in the latter case nearly double 
the price paid for electricity under pri- 
vate ownership. 

With the statistical evidence of the 
Federal Power Commission at hand, 
the discrepancies between facts and 
the arbitrary pronouncements of vari- 
ous public officials as to the proper 
prices for electricity become increas- 
ingly apparent. They render some- 
what ludicrous the statements of the 
Power Authority of New York State 
that “the total average cost of elec- 
tricity to residential consumers using 
50 kilowatt hours per month should 
not exceed 34 cents per kilowatt 
hour,* and that of Morris L. Cooke 
~ 44th Annual Report, p. 29. 


that “any price paid for domestic serv- 
ice above 5 cents per kilowatt hour 
must be justified by some special con- 
sideration which does not affect 95 
per cent of the current used on this 
class of service.” ® 

The survey of the Federal Power 
Commission discloses that in no state 
in the Union do municipal plants have 
average rates less than 5 cents per 
kilowatt hour for a monthly use of ei- 
ther 25 or 40 kilowatt hours, in which 
two brackets are included the great 
majority of consumers. 

From the figures it certainly would 
appear that, if municipal rates (at 
least in the large-use brackets) are 
“at cost,” then the private companies 
are making considerable sacrifices in 
order to bring the blessings of the 
larger use of electricity to the homes 
of America; and if company rates are 
“at cost,” then the municipal plants 
are making an unconscionable profit 
from their larger consumers. 


Bie non figures have been deter- 
mined by the common arithmeti- 
cal mean or average, probably the 
most generally used of all methods of 
statistical presentation. In the pres- 
ent analysis the use of this arithmeti- 
cal average shows—and is intended to 
show—one and only one thing, name- 
ly, the prices charged for domestic 


5 What Price Electricity for Our Homes; 
an open letter to the Electrical Industry (front 


page). 


e 


disadvantage, the comparison between municipal and pri- 


q “INSTEAD of ‘showing up’ the companies to their manifest 


vate rates discloses that the typical place served by a private 


company enjoys a lower rate than that of the typical place 
supplied by a municipal plant for all but the smallest quan- 
tities of use.” 
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electricity in the typical, average town 
served by municipal plants and by 
companies. This, apparently, is not 
what some of the enthusiasts for gov- 
ernment operation want to hear, for 
the use of this method of simple arith- 
metic has been criticized as resulting 
in “misleading averages” and as not 
presenting “a fair and accurate picture 
of the average rates charged by mu- 
nicipal plants” together with the 
statement that the only proper method 
is to “weigh the averages according to 
the size of the community or the num- 
ber of consumers served.” 

This was so stated in the letter of 
Vice Chairman Manly of the Federal 
Power Commission to Mayor La 
Guardia of New York city, as pub- 
lished in the newspapers of October 
31, 1935, where Mr. Manly by the 
use of weights was able to arrive at 
figures somewhat (but not much) 
lower than those obtained by straight 
arithmetic. 

There are only 8 municipal systems 
operating in cities of more than 100,- 
000 inhabitants, but the total popula- 
tion of these cities make up more than 
one third of the total of all places 
served by municipal plants and, with- 
out them, the average size of the re- 
maining places is only about 3,400 
people. 


ie is evident that the average rates 
in 100 small towns can easily be 
obscured by the “weighting” of one 
or two large cities greater than their 
entire sum total. The same may be 
said of the private companies, which 
operate in 90 cities of more than 100,- 
000 people with the average popula- 
tion of the remaining places served be- 
ing only about 2,000. The “weighted 


average” method is proper in its right 
place and in obtaining what an aver- 
age customer pays, but this is an en- 
tirely different question which not 
merely reflects rates but density of 
population or consumers as well. 

It also makes a difference where 
you do the “weighting.” It worked 
in favor of the municipals in New 
York state, but I am still waiting to 
hear the announcement of its results 
in Mississippi where, by emphasizing 
the minor economic status which the 
TVA at present occupies, Mr. Manly’s 
system of weights would raise the 
average price charged by the munici- 
pal plants of that state by at least 20 
per cent above the figures obtained by 
simple arithmetic. 

It all depends on whose ox is gored. 
The use of the simple average of all 
the places is decried as unprofessional 
and unethical because it does not ade- 
quately reflect the performance of a 
few large cities, yet one of the most 
effective arguments in its behalf was 
implied by the Federal Power Com- 
mission itself. During the debate on 
the resolution authorizing the rate 
survey, considerable emphasis was 
laid upon a memorandum furnished 
by the commission wherein it was 
stated that the rate book of the Edison 
Electric Institute “covers only 473 
cities having a population of 20,000 
or over. This is only 3 per cent of 
the communities which receive electric 
service.” ® 


— year, Dr. Warren M. Persons 
conducted an independent study 
of comparative rates, whereby he 


6 Congressional Record, March 20, 1934, p. 


5035 (italics mine). These cities, however, 
contained 60 per cent of all the companies’ 
customers. 
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Effect of Competitive Fuels on Use of Electricity 


“= high use of electricity in the home 
is due neither to municipal ownership 
nor directly to the rates charged, but is largely 
governed by the price and availability of com- 
petitive fuels. In Los Angeles, where cheap oil 
and natural gas are abundant, the domestic cus- 
tomers of the Municipal Power and Light Bu- 
reau averaged in 1934 only 575 kilowatt hours 
per year, or 8 per cent less than the average 
of 631 kilowatt hours for the entire country.” 





avoided this question by actually 
“pairing” each individual municipal 
plant with a nearby town of similar 
population and economic characteris- 
tics supplied by a private company. 
Though he worked with a much 
smaller number of cases and differed 
somewhat in details, the conclusions 
which he reached were substantially 
the same; namely, that when a large 
number of towns, and not a limited 
number of selected examples, are con- 
sidered, the much-advertised cheap- 
ness of municipally supplied electricity 
is sadly lacking. Furthermore, when 
the relative burden of taxation is 
taken into account, the private enter- 
prises are proved to be underselling 
the municipal plants.” 

It is evident that there is a great 
difference in rates between the typical 
municipal plant and the half dozen 
large-city examples whose mere size 
will dominate any method of “weight- 
ing.” It is, therefore, of interest to 
point out some of the reasons for the 
apparent success of some of these 
selected plants which make such a con- 


7 Reviewed by the author in the Bulletin of 
the Edison Electric Institute, February, 1935. 


trast with the usual municipal en- 
terprise and whose inclusion on a 
“weighted” basis will so completely 
mask the figures for all the rest. 


| every debate upon the subject of 
public ownership, three examples 
invariably occupy prominent positions. 
These are the Hydro Electric Power 
Commission of Ontario and _ the 
municipal plants at Winnipeg and 
Tacoma. Their performances are 
often contrasted with those of each 
and every private plant in this coun- 
try—regardless of manifest differ- 
ences in geography and climate—and 
they are acclaimed as exemplifying the 
results which every other town will 
immediately attain just as soon as it 
votes to undertake municipal owner- 
ship. 

In discussing the merits of these en- 
terprises, what is largely an economic 
question has, for lack of correct analy- 
sis, been assumed to be solely one of 
the relative merits of private versus 
public ownership. Fundamentally— 
and I say it in all due seriousness—it 
revolves about the kitchen stove and 
the Saturday night bath. People cook 
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and heat with that which is cheapest 
or most convenient, and the limiting 
value of any service is that point at 
which an acceptable substitute can be 
procured. 

In certain areas of Canada and our 
Pacific Northwest there has always 
been an abundance of hydroelectric 
power which could be harnessed com- 
paratively cheaply and, in these areas, 
the cost of coal, oil, and gas has been 
relatively high. This economic rela- 
tion has made it possible to attract a 
much larger percentage of domestic 
customers to the use of electricity for 
cooking and heating water than has 
been customary in most sections of 
this country where these two services 
are largely performed by other fuels. 


NASMUCH as all electric rate struc- 

tures show greatly decreased prices 
wherever large quantities of current 
are used, it is inevitable that the aver- 
age rate per kilowatt hour in these 
regions of excess water power should 
be low and the average use per cus- 
tomer should be high. It is not a mat- 
ter of government operation at all. In 
Tacoma, served by a municipal sys- 
tem, the average domestic use (includ- 
ing house heating) in 1934 was 1,554 
kilowatt hours yer year. In Spokane, 
at the other end of the same state and 
served by a private company, the an- 
nual average was 1,727. The high 
use of electricity in the home is due 
neither to municipal ownership nor 
directly to the rates charged, but is 
largely governed by the price and 
availability of competitive fuels. In 
Los Angeles, where cheap oil and nat- 
ural gas are abundant, the domestic 
customers of the Municipal Power 
and Light Bureau averaged in 1934 


only 575 kilowatt hours per year, or 
8 per cent less than the average of 631 
kilowatt hours for the entire country. 
Jamestown, New York, served by a 
municipal plant which has had low 
rates for years but where natural gas 
has been used for half a century, had 
in 1933 an average use of only 583 
kilowatt hours per year. In Ontario 
there are small areas where pockets of 
natural gas are available and in the 
towns in these areas, in spite of low 
electric rates and only half-hearted 
attempts at pushing the sales of nat- 
ural gas, the average consumption of 
current was only 1,000 kilowatt hours 
per year in 1934, as compared with a 
figure of 1,720 for the entire “Hydro” 
system. 


N Winnipeg, these conditions are 

carried to an extreme. Even 
greater than the electric range is the 
effect of the electric water heater on 
the consumption of electricity. Ac- 
cording to the 1934 annual report of 
the city of Winnipeg, 48 per cent of 
the domestic customers heat water 
electrically and 61 per cent have elec- 
tric ranges. The average annual con- 
sumption per customer last year 
reached the extraordinary figure of 
4,518 kilowatt hours—as might be ex- 
pected in a place where anthracite sells 
at $20 a ton, bituminous coal at $12, 
and where only one house in three is 
piped for gas. Yet the same report 
shows that the use of lighting and the 
ordinary household appliances such as 
refrigerators, vacuum cleaners, etc., 
was only 637 kilowatt hours per year 
—or just what the United States aver- 
aged for all domestic purposes. Elim- 
inate the cooking and water heating 
from these enterprises and the use of 
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electricity is not much different from 
what it is anywhere else—in spite of 
abnormally low rates. 

The influence of the price of sub- 
stitutes upon the use of electricity is 
illustrated by the accompanying table, 
which shows the relative cost of cook- 
ing and water heating by electricity 
and by gas, computed on a thermal 
basis for up-to-date appliances. The 
correlation between the relative ex- 
pense of competitive fuel and the aver- 
age annual use of electricity per cus- 
tomer is striking. In Winnipeg, 
where it costs only 63 cents to do en- 
tirely by electricity what would cost 
$1 if the cooking and water heating 
were done by gas, the average use of 
current per consumer is 4,518 kilo- 
watt hours per year. In Jamestown, 
N. Y., where it costs $2.44 electrically 
as against $1 with gas, the average use 
is only 583 kilowatt hours. 


it is evident that this whole matter 
is not one of private versus mu- 
nicipal ownership, but just plain eco- 
nomics. Much of what is done by 
electricity in these high-use municipal 
plants is performed elsewhere by oth- 
er fuels and the combined electric and 
gas bills are often less. What the 
housekeeper pays $4.80 in Winnipeg 
to do wholly by electricity could be 
obtained under private ownership in 
Buffalo for $4.63 with part electric- 


ity and part gas. The gas and elec- 
tric companies in St. Louis would ren- 
der for $6.53 and in Detroit for $6.79 
the same services that the TVA sells 
for $6.90 in Tupelo. 

It is indeed difficult to reconcile 
these figures with the statement ap- 
pearing in the last Statistical Bulletin 
of the TVA that “it appears that the 
controlling factor in the promotion of 
wide and generous use of electricity 
has been the rate for electric service, 
per se.” *® 

It also challenges the basic as- 
sumption of the New Deal that the 
“plane of living” is measured by 
the amount of electricity consumed. 
Surely the people in Toronto do not 
have three times as high standards of 
living as the inhabitants of Los An- 
geles, nor have the citizens of Winni- 
peg six times the ideals and comfort 
of those in Pasadena. And, to digress 
a little, how degraded from this point 
of view must be the hundreds of thou- 
sands of families in New York, com- 
prising 72 per cent of the electric com- 
panies’ customers, whose hot water is 
furnished with the rent from a central 
boiler in the basement of their apart- 
ment house and who must struggle on 
forever under the stigma of low elec- 
trical consumption. 

8“Price, Cost and Use of perc n by 


Edward Falck, Senior Rate ae 
Stat. Bull. VIi, December, 1935, p. 


that it threatens the solvency of many companies and 


q “THE intrusion of government into business to the extent 


jeopardizes the investments of hundreds of thousands of 
people is justified by the alleged ‘savings’ in the bill for 
domestic electricity which, when it ts figured out, actually 
represents a microscopic part of the ordinary household 
expenditure.” 
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i oes is far from decrying the use 
of what we call “promotional” 
rates, whereby price is reduced as an 
inducement to greater use and which 
produce all the outward appearances of 
that “elasticity of demand” so dear to 
the hearts of orthodox economists. 
Taking the country as a whole, the 
private companies are more alive to 
this type of schedule than is the aver- 
age municipal plant. The average 
rates bear ample witness to this. The 
figures are merely cited to show that 
where the conditions of geography 
combine to make such rates attractive, 
the results may be very spectacular 
and to emphasize the manifest un- 
fairness of the use of these freaks as 
“vardsticks’ whereby “savings” of 
astronomical magnitudes are com- 
puted. 

There are only comparatively few 
areas in the United States where the 
conditions of Tacoma, Winnipeg, and 
Ontario can be duplicated. In most 
of this country the competition of 
cheap fuels is such that the opportu- 
nity to build up such large-scale uses 
of electricity (with correspondingly 
low average rates) is conspicuously 
absent. . Nevertheless, the Congres- 
sional Record is full of oratory where- 
by companies and states where ob- 
viously different conditions prevail 
are compared with these “show- 
“window” examples. 


} has long been the habit of the 
advocates of public ownership, as 
well as many persons connected with 
the light and power industry itself, 
to give the impression that the only 
function of utility companies is to sup- 
ply household service, to the complete 
disregard of all other operations. 


It is entirely true that electricity 
now performs many tasks which for- 
merly took up much of the time and 
energy of the household. It has re- 
moved much of the drudgery of 
sweeping and washing. In the home 
it has helped solve the problems of 
heat, cold, and sanitation. It has 
given us the refrigerator, a whole 
series of cooking appliances, and it is 
already giving us air conditioning. 
Granted, however, that the elimina- 
tion of tedious work and the furnish- 
ing of comfort are highly desirable 
things, it cannot be denied that the 
earning of a livelihood is of even 
greater importance. 

At the present time, the great con- 
cern of the United States is its unem- 
ployment and not merely the fulfil- 
ment of the so-called “larger life.” 
Household service is only one phase 
of the business and this year it com- 
prised less than 14 out of 77 billion 
kilowatt hours—or less than one fifth 
of the total national sales of electric- 
ity. From the standpoint of public 
welfare, it may well be claimed that 
the economic worth of domestic serv- 
ice is no more important than is the 
supply of current for stores and of- 
fices, to operate factories or to run 
railroad trains. It can easily be 
proved that a kilowatt hour is just as 
valuable to the community if it is used 
to melt steel, or run an elevator, or 
pump water as it is to operate a 
vacuum cleaner or percolate coffee. 


. seems to me that an enterprise 
which promotes industrial develop- 
ment and facilitates production is just 
now more to be desired than one 
where, like the Ontario “Hydro” or 
the Tennessee Valley Authority, the 
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Effect of Gas Competition on Use of Domestic Electricity 


TYPICAL MUNICIPAL PLANTS—U. S. A.—1934 


Relative Cost of Cooking and Water Heating by Electricity and Gas, 
Computed on a Thermal Basis 


Gas Supriy 


Heat Content 
Kind 
mfd. 
mfd. 
nat’l. 
nat’l. 
nat’l. 
nat’l. 
nat’l. 


City 

Tacoma, Wash. ...... 
Seattle, Wash. ....... 
Tupelo, Miss. 
Pasadena, Cal. 
Jamestown, N. Y. ... 
Cleveland, Ohio 

Los Angeles, Cal. ... 


507 
515 
1,000 
1,100 
950 
1,075 
1,100 


500 
500 


1,000 
1,000 


mfd. 
mfd. 
mfd. 
nat’l, 
. nat’l. 


Winnipeg, Man. 
Ottawa, Ont. 
Toronto, Ont. 

Port Colborne, a a 
Port Dover, Ont. 


All 

B.T.U. per cu. ft. Electric 

$3.62 
6.30 
5.00 
5.95 
6.63 


7. 
6. 


Net Cost per MontH Average 


250 Kw. hr. 500 Kw. hr. Ann 
Comb’n 1 All Comb’n® Kw. hy. per 
Gas & Elec. Electric Gas & Elec. Consumer 
% 55 $6.12 
8.15 
6.90 
8.20 
12.25 
14.65 
8.81 


1,045 
1,136 # 
687 


3,910 
1,849 
1,042 

522 


6.62 3.46 


1100 kw. hr. of siaitiiaie for lighting and small appliances (at the cost shown in the Federal 
Power Commission’s Rate Survey for the U. S. and official rate schedules in Canada) plus 
the equivalent in gas of 150 kw. hr. for cooking, assuming a relative thermal efficiency of 


50% for gas. 


2 Ditto; plus equivalent in gas of 250 kw. hr. for water heating, assuming a relative efficiency 


of 70% for gas. 


3 Excluding house heating. In Tacoma the principal competitive fuel is slab-wood (hog-fuel). 
4 July, 1934, to June, 1935, inclusive. This is at — a highly artificial figure attributable 
to extraordinary sales efforts on the part of the TVA 





whole argument revolves about the 
question of whether you use electricity 
or something else for cooking and 
heating. The honest enthusiasm of a 
community at the thought of the ac- 
quisition of a new factory that will 
bring new money into the town and 
afford work for its people is readily 
understandable, but the idea of the 
majority of the citizens flocking to 
the ballot box to bond their city for 
the establishment of a municipal plant 
which at the very best will save their 
families only a few cents a day is in- 
deed something else. 

Nowhere has this solicitude for the 
domestic consumer been more evident 
than in the government-owned On- 
tario “Hydro,” where the mayor of 


Toronto himself stated in 1928 that 
the householders were getting current 
at less than cost, while the commercial 
users were paying more than they 
should.® In Ontario, household rates 
are low and industrial rates are com- 
paratively high. In the neighboring 
Province of Quebec, where private op- 
eration prevails, household rates are 
higher, industrial rates are lower. 
The result has been that Quebec has 
outstripped Ontario in industrial de- 
velopment and where it has even been 
recently announced that the Alumi- 
num Company of America, whose 
principal plants are in the area now 
embraced by the Tennessee Valley Au- 


8 Toronto Daily Star, May 14, 1928; Toron- 
to Globe, October 29, 1928. 
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thority, is to build still another great 
new factory. 


iS Biccwes aspects of national develop- 
ment are usually ignored by en- 
thusiasts who have capitalized every 
bit of sentimentalism that is associat- 
ed with the home and have based their 
whole argument upon the subject of 
domestic rates. The intrusion of gov- 
ernment into business to the extent 
that it threatens the solvency of many 
companies and jeopardizes the invest- 
ments of hundreds of thousands of 
people is justified by the alleged “sav- 
ings’ in the bill for domestic electric- 
ity which, when it is figured out, ac- 
tually represents a microscopic part of 
the ordinary household expenditure. 

In every analysis of the family 
budget, the item of electric service 
appears far down the list. Of the 85 
billion dollars of national family in- 
come in 1929, domestic electric service 
took only 650 millions, or three quar- 
ters of one per cent. Even in 1933, 
at almost the lowest point of the de- 
pression, when national income had 
dropped below 40 billion dollars, do- 
mestic electricity never reached 2 per 
cent of the total. The average family 
spends less for electricity than it does 
for coffee, or for confectionery, and 
only one third of what it does for 
tobacco. 

No one expects that even the gov- 
ernment intends to make electricity 
entirely free, but even if it did, the 
effect of this upon the citizens who 
pay the bills would be no greater than 
a 3 per cent cut in the cost of food or 
a 5 per cent change in rents. If the 
government really desires to make a 
contribution to its subjects struggling 
under a rising cost of living, it might 


with far greater profit devote its ener- 
gies to an alleviation of its own cost. 
Last year, the cost of government in 
the United States has been estimated 
to have exceeded the staggering sum 
of 15} billion dollars, or almost a 
third of the entire national income, 
and for every cent that the average 
American family spent on electricity in 
1934, it spent 23 on the cost of gov- 
ernment. 


ut of the torrent of words that 

have flowed down the Tennes- _ 
see valley, scarcely a sentence has 
been devoted to what has been done 
for business, trade, or manufacture. 
The Statistical Bulletins of the TVA 
have been suspiciously barren of such 
information; pages are devoted to 
sales of domestic appliances and to the 
increase in the kilowatt hours which 
the government’s intensive household 
merchandizing campaign has natural- 
ly brought about, but the reader 
searches in vain for any information 
on the sales of current for business 
lighting or industrial power. . 

It is very obvious that, in the field 
of public operation, the users of do- 
mestic service constitute the favored 
class. Representing the voting ma- 
jority, the policy of public ownership 
is invariably directed toward what ap- 
pears to be their immediate advantage, 
and all the arguments have thus far 
centered upon domestic electricity and 
its rates under municipal operation. 

It is hoped, therefore, that the Fed- 
eral Power Commission will shortly 
make public its figures on the rates 
charged for commercial and industrial 
service so that a quantitative evalua- 
tion of municipal rate making in all its 
aspects will at last be possible. 
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Trucking from Coast to Coast 


A nation-wide motor service is being created 

which, in the opinion of the author, indicates that 

a new transportation empire of the highways 
is in the making. 


By NEIL M. CLARK 


ing that used to be a railroad 

freight house. Get that. Acres 
of railroad freight used to flow in and 
out of this particular Chicago spot. 
But now , 

Doors for a hundred feet on both 
sides of the building were wide open. 
Motor trucks were backed up to them 
so close together that a thin man with 
a dime in his pocket couldn’t have 
squeezed between one truck and the 
next. Powerful floodlights overhead. 
Hand-trucks being loaded, unloaded. 
Men in a hurry yelling “Gangway!” 
“Watch your bunions!”’ “Heavy 
stuff!’ Check clerks with pencils and 
pads. A night office force too busy at 
billing machines to lift their eyes for 
anything but an earthquake. Loaded 
trucks moving out. Others taking 
their places. Freight from forty 
corners of the Middle West urgently 
on the move. 

The man with me was a former 
railroad man. 

“I brought my old boss here,” 
he said—‘“railroad president. He 


I was 8 p. M. in a big windy build- 


watched awhile, shook his head, and 
said, ‘Now I know where the rail- 
roads’ 1.c.1. business has gone to.’ ” 

This freight house, one of several 
in Chicago operated by John L. 
Keeshin, handles more than two mil- 
lion pounds of freight every night. 
It’s all motor-truck freight. 

A recent newspaper report of the 
beginning of a 5-day Chicago-to- 
coast service contained this announce- 
ment : 


Five tractor and trailer combinations of 
the Keeshin Transcontinental Freight Line, 
Inc., arrived in Chicago last night with 80,- 
000 pounds of merchandise out 113 hours 
from Los Angeles. The fleet departed for 
New York after a short stop. It is due to 
arrive therein less than seven days from the 
California city. 

“It is an experimental run to demonstrate 
that the flexibility of truck transportation 
can be extended to coast-to-coast shipping,” 
said John L. Keeshin, president of the com- 
pany. “The experiment, as far as the Los 
Angeles-Chicago run is concerned, has. been 
a success.” The fleet obeyed all traffic and 
truck regulations in all of the states along 
the route. All taxes were paid. 

The drivers worked in 6-hour shifts. Re- 
lief men slept in a truck with berths that 
accompanied the freighters. 


WING to the initiative of this same 
Jack Keeshin, a stocky, power- 
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ful-bodied man not yet forty who has 
packed a lifetime’s experience into 
two dozen years, there has been con- 
ceived and is rapidly being brought 
into being a brand new empire of the 
highways—a new empire of transpor- 
tation. This empire, already well 
along in the making, will, in Keeshin’s 
opinion, eventually have as many haul- 
ing units as an average railroad has 
freight cars. It already has scheduled 
routes over about 10,000 miles daily, 
and plans for probably 30,000 within 
a year; and it’s Keeshin’s idea eventu- 
ally to go into every state and im- 
portant shipping point, as well as into 
thousands of small towns and cross- 
roads, places not now reached by any 
railroad or regular freight service. 

The system will consist of a unified 
nation-wide motor truck line, with 
scores of operating subsidiaries or 
divisions. What’s more, it will not be 
a motor truck service exclusively, but 
will tie in with other freight agencies 
to give a coordinated truck-rail-ship- 
airplane freight service reaching every 
shipper, be he big or be he little, with 
faster, more dependable, and cheaper 
service than anything previously 
known. 


‘T “EN years ago, you remember, 
few people took busses seriously. 


They shook the daylights out of pas- 
‘ sengers, and schedules were undepend- 
able. Their chief merit was cheap- 
ness. Today, millions ride them, 
from coast to coast and from border 
to Gulf, and speak up for them be- 
cause of comfort, dependability, speed, 
leg-stretching rest stops, scenic routes, 
arrangements for eating well but not 
expensively, a certain cheerful cam- 
araderie of the road, and for their 


cheapness; and even (witness the 
modern “nitecoach” with berths, con- 
veniences, porter) for approach to 
luxury. 


| eon took a vast amount of pas- 
senger business from railroads, 
and at the same time developed new 
levels of travel not previously touched. 
They goaded railroads into the mod- 
ern era of streamlined, Diesel-pow- 
ered, high-speed trains. 

Now this newer highway empire in 
the making is freight by truck. Far- 
sighted railroad men wonder prayer- 
fully what new things they'll have to 
do to meet it. For they have been 
backward on freight too, as many a 
shipper will tell you; you may have 
experienced the delays of freight 
yourself. I not long ago had a trunk 
to ship from Winnetka, Illinois, to Al- 
buquerque, New Mexico. I got it to 
the freight station at the time I was 
told to in order to have it arrive in 
Albuquerque on the necessary date. 
I was then told that it couldn’t leave 
Winnetka till the next day. From 
Winnetka, I was told, it had to go to 
Chicago Transfer. “And tomorrow’s 
Saturday. They don’t work Saturday 
afternoons. It can’t leave Chicago till 
Monday.” 

“When will it get to Albuquerque?” 

“Can’t be sure.” 

I felt maybe they didn’t care. I 
sent the trunk by express at several 
times the cost. 

Freight-carrying motor trucks 
hopped in to perform a necessary serv- 
ice, fill a transportation gap. They 
go at a moment’s notice and at low 
cost to the shipper’s door and to the 
consignee’s door. That’s not new, of 
course. Trucks have been here for 
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TRUCKING FROM COAST TO COAST 


years. Everybody who has ridden 
the highways is familiar with their 
green and red lights, seen at night on 
every main road, 10- and 20-ton mon- 
sters, shadowy in passing, a little 
mysterious, somehow romantic, like 
ships glimpsed on unknown seas. 


B” until just the other day they 
were operating in a sort of mod- 
ern Dark Ages of business. They 
were unregulated, and, like many of 
the early busses, pretty undependable. 
“Wildcatters” and the financially ir- 
responsible operated probably 80 per 
cent of all the freight-hauling trucks. 
A driver with a little saved-up capital 
would buy a truck, maybe secondhand, 
and knowing nothing of costs would 
slash prices to get business. He gen- 
erally lasted just long enough to lose 
his shirt and upset the applecart for 
cost-wise operators. Occasionally the 
trucker was an out-and-out thief, 
soliciting shipments for the purpose of 
disappearing with them. Even in the 
hands of the well intentioned, a ship- 
ment might or might not reach its 
destination safely ; and, if damaged in 
transit, the shipper might or might not 
be able to recover damages. It was a 
gamble. Nobody liked the situation 
less than some of the bigger truckers 
who saw how the business was being 
sucked dry by throat-cutters, gypsters, 
and small-timers. 

So some of them, a very few, the 
most far-sighted and clear-sighted, 


began asking for government regula- 
tion, and got it. On October 1, 1935, 
the new Motor Carrier Act went into 
effect. It placed interstate motor- 
truck freight haulers under the Inter- 
state Commerce Commission and pro- 
vided for regulation of the business 
such as railroads have. 

What this new transportation serv- 
ice, rapidly becoming big business on 
a scale comparable with some rail- 
roads, may mean to the country even- 
tually nobody wholly knows yet. 
Here are one or two things in its well- 
organized beginnings that it has 
meant already. 


a certain downstate Illinois coun- 
ty there is a smallish town that 
used to be on the railroad. It was a 
branch road that lost money year after 
year. Some time ago the manage- 
ment got permission to pull the steel 
and abandon the line entirely. Con- 
crete highways had licked it. 

In this town is a merchant named 
Lincoln. Accustomed to the slowish 
ways of freight via that railroad, he 
had always made a practice of laying 
in big stock orders of merchandise 
from Chicago twice a year, with oc- 
casional reorders between times. The 
result was that half the time a great 
deal of his merchandise was stale 
looking and out of date. People 
drove to bigger towns twenty, fifty, a 
hundred miles away where they were 
sure of getting fresh merchandise. 


= 


railroads, and at the same time developed new levels of 


q “Busses took a vast amount of passenger business from 


travel not previously touched. They goaded railroads into 
the modern era of streamlined, Diesel-powered, high- 
Speed trains.” 
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This small-town merchant saw his 
busines dwindling to a pins-and- 
needles trade. 

In course of time Keeshin’s scouts 
discovered that town and put it on a 
regular, daily, scheduled, through 
truck route. 

To make a long story short, Mer- 
chant Lincoln (and he is only one of 
many) has, by reason of this truck 
service, changed his method of doing 
business. He never sends any big 
twice-a-year stock orders now. He 
orders in small lots, to last a week or 
so. His investment is less, but his 
merchandise is always fresh. He is 
getting customers back. 

A recent study by the Automobile 
Manufacturers’ Association indicates 
that motor trucks are now serving ap- 
proximately 48,000 communities not 
reached by railroads, or approximate- 
ly 40 per cent of the 122,473 com- 
munities in the United States. This 
means that between seven and eight 
million people are almost entirely de- 
pendent on motor-truck service. 

That’s one thing. Here’s another. 


ie a Davenport, Iowa, factory not 
long ago, an important machine 
broke an essential part in the middle 
of a rush contract. Makers of the 
machine had the heavy replacement 
part in stock, but they were located 
‘ near South Bend, Indiana, some two 
hundred miles away. The question 
was to get the part from South Bend 
to Davenport in the shortest possible 
time, for delay meant dollars. The 
best the railroads promised was forty- 
eight hours—two full days. The cost 
by express would have been high. 
Sending a special delivery truck was 
considered, but was too expensive. 
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No emergency measures were nec- 
essary. Here’s what happened. A 
pick-up truck called at the parts place 
in South Bend in the middle of the 
afternoon, and four hours later, on a 
regular scheduled run, was in Chicago 
at that windy freight house I was tell- 
ing about bringing the all-important 
machine part as just one of many 
items in its regular load. 

The pick-up truck backed up to one 
of the east doors of the freight house 
and was unloaded. The machine part 
was transferred by husky freight 
handlers to a truck trailer backed up 
to one of the west doors of the same 
freight house. 

Presently that trailer was packed to 
the doors with odds and ends of par- 
cels, big, little, all shapes, bound for 
dozens of Davenport consignees. The 
doors were closed, locked, fastened 
with a seal. A tractor hooked onto 
the trailer and hauled it off. Not far, 
however. Only about a mile. It 
stopped, of all places, in a railway 
freight yard! 

Here the tractor backed the trailer 
up a timber ramp and out on a long 
string of flat cars. There were other 
trailers aboard already and room for 
more to come. A crew of men un- 
hooked tractor and trailer, placed V- 
shaped blocks against the trailer 
wheels, adjusted and locked chains, 
and waited for the departing tractor 
to bring other trailers. 

Towards midnight, a switch engine 
snaked the trailer laden cars away and 
they were made part of atrain. That 
train reached Davenport early the fol- 
lowing morning. Other tractors were 
waiting. They backed up a ramp like 
the one in Chicago, hooked onto the 
trailers one by one, hauled them off. 
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Codperation between Trucks and Railroads 


a yg the railroads play ball, this new truck-freight empire will 

be not so much a triple threat to the railroads, grabbing busi- 

ness rightfully belonging to them, but will drain money into the 

pockets of railroads by handing back freight-hauling jobs already 
lost to the highways.” 





The trailer containing the important 
machine part stopped at the factory 
receiving door a little after nine 
o'clock. Delivery, in other words, 
took eighteen hours instead of forty- 
eight, and on regular scheduled serv- 
ice. 


S ipag a second thing—a speeded- 
up freight service for shippers 
everywhere, brought about by trucks 
alone if need be, or by intelligent co- 
Operation between trucks and rail- 
roads. If the railroads play ball, this 
new truck-freight empire will be not 
so much a triple threat to the rail- 
roads, grabbing business rightfully be- 
longing to them, but will drain money 
into the pockets of railroads by hand- 
ing back freight-hauling jobs already 
lost to the highways. Keeshin is 
building, not solely for motor trucks, 
but for a codrdinated system that in- 
cludes trucks and railroads, steam- 
boats, airplanes. 

The first codrdinated truck-rail 
service, inaugurated at his instiga- 
tion, has been operating for consid- 
erably over a year. I have shown how 
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it works. Tractors load trailers on 
flat cars. The trailers ride on steel in- 
stead of concrete most of the way. 
Upon arrival, other tractors haul them 
to consignees’ doors and distribute 
merchandise with a minimum of delay 
and inconvenience to everybody con- 
cerned. 

The first service of this sort went 
into effect on the Rock Island lines be- 
tween Chicago and Peoria, and be- 
tween Chicago and the quad-cities 
(Davenport, Moline, East Moline, 
Rock Island) in 1934. The railroad 
wasn’t keen on the idea at the outset. 
They were reluctant even to spend the 
small amounts needed to build loading 
ramps. But in the first year of opera- 
tion the service returned the railroad 
a net freight revenue of approximate- 
ly $300,000, all of which would have 
gone to motor-freight haulers. 


H does the trucker fare? 
“We're satisfied,” says Keeshin. 
“We would make the trip on the high- 
ways at practically the same cost as 
the price paid the railroads. There 
are some advantages. There has 
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never been a dollar in claims for dam- 
ages or theft on the rail haul. We can 
make the haul, and glad to. But it’s 
business the railroad needs, that seems 
logically to belong to them, and that 
we're glad for them to have. Zz 


| we see more in detail just how far 
Keeshin’s dream has gone toward 
realization; how it works; what he 
plans to do, say, by the day after to- 
morrow; and what it means to you 
and me and thousands of big or little 
shippers and receivers of freight. As 
I write, at the end of December, 1935, 
Keeshin trucks are already running on 
schedules daily between Atlantic sea- 
board cities such as Boston, New 
York, and many more, as far west as 
Omaha, halfway to the Pacific; and 
Keeshin himself is catching a train to 
see about opening routes in and 
through Kansas City, Denver, Salt 
Lake City, San Francisco, and Los 
Angeles, and dozens of other western 
cities. Established routes now reach 
St. Paul and Minneapolis on the 
north, and Louisville and St. Louis on 
the south. A consolidated car service 
operated by Keeshin in conjunction 
with a railroad has been in operation 
to the Pacific Coast for over a year. 
Through ownership of a car-loading 
company and a terminal company in 
New York city, shipments go from 
his trucks into railroad cars and then 
into steamships by sea-train service to 
New Orleans, with Keeshin trucks to 
meet them at the other end. 

Other lines will be in operation be- 
fore this gets printed. Keeshin’s 
companies employ about 2,500 people 
at present, of whom approximately 
1,400 are drivers, with the number in- 
creasing rapidly. 


Sw longest scheduled freight 
hauls in the Keeshin system at 
present are from Boston to Omaha. 
Trailers do not go all that way now 
without rehandling, due to state bar- 
riers and nonuniform regulations gov- 
erning trucks. These regulations are 
a hindrance now, and Keeshin believes 
that one result of Federal regulation 
will be Federal licensing, enabling a 
truck to go into any state, the Federal 
fee being prorated back to the states 
actually entered. 

The method of regulation to be em- 
ployed by the Interstate Commerce 
Commission under the new act has not 
yet been completely worked out, but it 
will take up such questions as this 
item of licensing, and also will include 
studies to bring about uniformity in 
the rate structure for all truck compa- 
nies operating between the same 
points ; it will prescribe methods to in- 
sure safety of operations, financial 
protection of shippers, hours of work, 
and so on; it will undertake to deter- 
mine and adjust taxes as paid by mo- 
tor trucks and other carriers, so that 
each pays an equable share; and it will 
seek to preserve for the public such 
advantages as are naturally inherent 
in the motor-truck method of trans- 
portation. 

The commission has designated 16 
cities in 15 states as headquarters 
cities, and there will be 76 sub-offices 
besides, all reporting to John L. 
Rogers, chief of the Motor Carrier 
Bureau at Washington, D. C. 

Part of the advantage of motor 
trucks as carriers lies in their flexibil- 
ity and contact with customers. They 
can go where the freight is, and they 
can go on in a hurry if there isn’t any 
at a given point. 
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O™ early complaint about busses 
was that they arrived almost any 
old time. Similar complaints have 
been heard sometimes about truck 
freighters. But recently Keeshin is- 
sued a “schedule of operations” for 
the western division of his lines. Like 
a railroad time table, it shows times 
of arrival and departure at various 
points. Undoubtedly under regula- 
tion there will be a great extension of 
time-table service without ariy sacri- 
fice of the all-hours flexibility that 
helps to make motor trucks so useful 
to the shipper who, say, has an emer- 
gency shipment that isn’t ready till 
after 4 o'clock when the railroad 
freight office closes. 

The Keeshin truck business, until 
recently confined to half a dozen mid- 
western states, is rapidly turning na- 
tional. His investment in trucks and 


equipment six months ago was less 


than a million dollars. Today it is 
more than 2 millions, and in another 
year he expects it to be 5 millions at 
least. 

If a railroad were doing an equal 
volume of business, the investment 
of 2 millions would be nearer 28 
millions, and the expected 5 millions 
would have to be something like 70 
millions. 

That is one of the things about the 
motor-truck industry. The equip- 
ment required for hauling a ton of 
freight costs much less than the cor- 
responding railroad equipment. To 
do a 3-billion-dollar hauling business, 
it is estimated that the railroads have 
an investment of 21 billions; but that 
the motor-truck industry, doing a 
total hauling business of about 2 bil- 
lions, requires an investment of only 
about 1 billion. 


Sree operating cost of hauling a 
ton of freight on the highways, 
however, is greater than on rails. 
This makes it difficult to compare rail 
and truck rates. The Interstate Com- 
merce Commission is gathering a 
mass of data for that purpose now. 

Keeshin has been hailed as a new 
giant in transportation. Maybe he is. 
But the important thing, to him, is not 
what he or anyone is going to take 
from the railroads, but a forward 
move in all transportation. “Rail- 
roads still carry passengers, don’t 
they?” he says. “More and more 
lately. Busses didn’t kill the passen- 
ger business, once the roads woke up; 
they only stimulated travel. More 
people travel, and they travel more. 
Improved motor-truck operation will 
have about the same effect on 
freight.” 

He believes that the railroads, if 
they don’t bite off their own noses, 
can take a big slice of new business. 
What he dreams of and aims at is a 
new kind of transportation service, 
more complete, more efficient, swifter. 

The last time I talked with Keeshin 
he had about seven hundred truck 
units. He figures he will need per- 
haps ten thousand in the next two, 
three, or five years. He hopes that the 
railroads will play with him through 
coordinated rail-truck service to bring 
them back millions in freight reve- 
nues. But whether they play or not, 
he’s going to provide faster, completer 
service himself. 

The railroad end of it, of course, 
is on the laps of the gods—and the In- 
terstate Commerce Commission. To- 
day Keeshin is creating a nation-wide 
motor-freight service, and doing an 
eye-opening job of it. 
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Value-of-the-service Factor 
in Utility Rate Making 


Part I 


THE consideration of the value of utility service as an artificial limitation upon 
utility charges has received some emphasis during the depression in cases before 
public service commissions, on the theory apparently that utilities should not be 
permitted to charge more than the value of the service as determined by the com- 
missions, irrespective of the effect on the company’s revenues. On the other hand, 
value of this service has been urged as a reason for increasing rates in some in- 
stances. But what is meant by value of the service and how is that value to be 
determined? ‘This is the first of a series of three articles on the value-of-the- 
service factor in pricing utility service. 


By GEORGE J. EBERLE 


EVER during the past thirty 
N years of intensive rate regula- 
tion has there been such an in- 
sistent and widespread demand to em- 
phasize the value of service concept as 
a basis for pricing utility service to the 
consumer as has existed during the re- 
cent major depression period. In 
many cases, alleged as emergencies, 
the consumers urged and the regula- 
tory bodies sometimes even decided 
that the concept be made the sole basis 
for fixing rates. Something akin to 
mob psychology took hold of the con- 
sumers for a time in their attack upon 
utility rate structures. 

While the crest of this movement 
has past, it will leave its impress for a 
long time, in fact, it may influence 
permanently the relative consideration 


to be given to value of service, ability 
to pay, and cost of service. Frequent- 
ly where reductions were urged and 
sometimes ordered, upon the plea of 
value of service the basis in mind was 
really ability to pay, or its corollary, 
willingness to pay. 

Even though this recent movement 
called renewed attention to all the fac- 
tors to be considered in rate making 
besides the total cost of service, there 
still appears to be too much generaliza- 
tion and random use of terms. For 
example, the phrase is so often used 
“value of service to the consumer.” 

What consumer? Are all consum- 
ers to be treated alike in the applica- 
tion of the concept? Clearly the value 
of the service, in terms of rate mak- 
ing, is not the same to the individual 
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consumer, the domestic or family con- 
sumer, the mercantile consumer, the 
manufacturing consumer, the private 
or semipublic institutional consumer, 
or the governmental consumer. It is 
difficult to visualize how these can all 
be considered collectively in this re- 
spect. The time element also enters. 
The value of service may be treated as 
both actual and potential with dif- 
ferent weights attached to each ac- 
cording to the circumstances. The 
value of service may be direct and in- 
direct. The latter has been insufh- 
ciently stressed. 


sn of commission and 
court decisions and a number of 
texts and articles dealing with public 
utility rates involving considerations 
of cost of service, value of service, 
ability to pay, and what the traffic will 


bear, indicates a lack of proper dif- 
ferentiation between these concepts. 
In two recent articles value of the 
service and ability to pay were consid- 
ered practically synonomous. Are 
they? In some commission and court 
decisions cost of service and value of 
service were inferred to be equivalent. 

Ordinarily the successful operation 
of a utility enterprise demands that 
on the basis of prudent cost the con- 
sumers must provide, through rates, 
a definite annual revenue fund. The 
contributions to this fund by the vari- 
ous classes of service and localities are 
determined then by specific cost, value 
of the service, ability and willingness 
to pay. Extraordinary circumstances 
in a utility or serving area may re- 
quire that the whole cost rule take a 
secondary position and the other con- 
cepts be accorded paramount consid- 
eration. Hence, value of service, for 


instance, may have two uses: first, 
modifying the distribution of the cost 
burden; and secondly, replacing the 
cost concept under extenuating con- 
ditions. 

It is the purpose of this article to 
discuss the various concepts per se, 
and in relation to each other, with a 
view to clarification of meaning and 
directness of application. Time has 
not permitted as thorough a treatment 
of some phases as the writer has 
hoped. In many respects the discus- 
sion is suggestive rather than conclu- 
sive, and should be considered in the 
nature of a progress report. 

In view of all that has been said er- 
roneously of the term “value of the 
service’ since the Covington decision 
in 1896, and all that should have been 
correctly said, it is the belief of the 
writer that the sometimes elementary 
and repetitious nature of the follow- 
ing discussion is justified. 


om the individual consumer 
standpoint value of service is pri- 
marily subjective. He considers util- 
ity services in the same light as other 
economic goods and services in that 
he places a value upon them by intro- 
spection. Before purchasing utility 
services or additional utility services, 
he speculates by making comparisons 
with all goods and services he might 
consume to determine the actual and 
probable satisfactions and benefits de- 
rived, or to be derived, the gains or 
losses to be attained, usually weighing 
them quite carefully. Then he makes 
a decision and a choice and places an 
objective value upon them by money 
purchase, trade, or other definite ex- 
change. 

Generally speaking, the transaction 
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would not have taken place unless the 
individual consumer had _ gained; 
therefore, the value of the service, if 
it could be objectively expressed, is 
greater than the cost to him of what- 
ever he gave to acquire it, and it is 
usually greater than the cost to the 
utility. 

While the freedom of choice is 
greater in nonpublic utility goods and 
services, there is nevertheless consid- 
erable competition through substitu- 
tion in public utility transactions, and 
where actual monopoly exists and un- 
willing purchases are made under 
forced demand, an adjustment is in- 
evitable. 

Whenever the value of service is the 
same or less than the cost to the in- 
dividual or to the utility, there is dis- 
satisfaction and often conflict. There- 
fore, the value of service and cost of 
service, objectively considered, are 
seldom equal, but usually unequal with 
the margin in favor of the value of 
service as measured by the satisfac- 
tions and benefits received. This per- 
tains of course exclusively to individ- 
ual consumption where the customer 
makes personal use of the utility serv- 
ices such as water, heat, light, trans- 
portation, and communication. 


IX any representative utility district, 
all of the individual subjective ap- 
praisals placed upon the services, col- 
lectively or compositely considered, 
may be termed as the value of service 


to the community of individual users. 
In this category, utility services are 
treated strictly as consumption goods 
and must be contrasted where they are 
used in the production of other goods 
and services as in retailing, wholesal- 
ing, manufacturing, etc., and must al- 
so be distinguished from their use by 
governments and paid for through 
taxes. The first pertains to intimate, 
or primary, personal consumption 
paid for by the consumer ; the second, 
to auxiliary consumption as a means 
to further production and involves the 
enterpriser and the profit motive; and 
the third, to consumption to render 
governmental or institutional services 
with no profit motive, the former paid 
through taxes. 

It is always difficult to develop defi- 
nitions or classifications which are in 
so-called air-tight compartments, with 
no exceptions. While the use of wa- 
ter for drinking and bodily cleanliness 
purposes is a direct and intimate use, 
the water used for house cleaning and 
garden is an indirect use, technically 
speaking, since the consumer obtains 
the benefit through the consumption 
of other services, such as a tidy house 
or the pleasing sight of a lawn, 
flowers, shrubs, and trees. 

On the other hand, water purchased 
by his municipality and used in an ad- 
ministrative building, in road con- 
struction and sewer flushing is indirect 
use to the citizen,.but water used for 
street flushing or fire protection is 


e 


ber of tests and articles dealing with public utility rates 


q “A READING of commission and court decisions and a num- 


involving considerations of cost of service, value of service, 
ability to pay, and what the traffic will bear, indicates a 
lack of proper differentiation between these concepts.” 
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more directly consumed by the indi- 
vidual but paid for by his municipal- 
ity. In the latter case, such as street 
flushing, if the value of service to the 
individual consumer is less than the 
estimated cost, the consumer, as an 
abutting property owner to the street, 
can only make adjustments through 
the minds of those who have control 
of the municipal administrative offices. 


HE same condition prevails in re- 
gard to street lighting which the 
individual consumes directly, but 
which is usually paid for through 
taxes or special assessment. When 
we take into consideration the various 
types of consumers; namely, individ- 
ual, business, and governmental, then 
the general use of “value of service” is 
a vague term. 
Not so with total cost of service. 


Here we have a homogeneous statis- 
tical unit; namely, the monetary unit 
which can be applied to total costs, 
and even to costs for different classes 
of service, or parts of service. 

Total value of service, as such, is 


meaningless. As has been pointed 
out, we have value of direct personal 
use, value in use for further produc- 
tion, and value in use to carry on gov- 
ernmental functions. Money can rea- 
sonably measure the value in use of 
many utility services employed in fur- 
ther production, but the value in per- 
sonal use and governmental use is in- 
tangible and defies the application of a 
too definite measuring stick. We 
must deal in approximations. 

Thus, the question arises as to what 
the United States Supreme Court 
meant in a famous turnpike case when 
it said that besides cost the tolls 
charged the public should be fixed 


«“ 


in view of the nature of the 
value of service rendered by the com- 
pany.” ? This public highway was un- 
doubtedly used for personal pleasure, 
for profit by individuals in business, 
and by governmental agencies in dif- 
ferent proportions. What the court 
probably had in mind was the individ- 
ual consumer use. The common no- 
tion that value of service applies to the 
individual or family consumer seems 
to prevail. 


|» a recent article on this subject 
the following was said: 

From the public’s point of view, the lower 
the rates, the more nearly do they corre- 
spond to the value set on the service by a 
large part of the population which must 
either stint its use, or do without it entire- 
ly. We come to the seeming paradox that 
by reducing the price of something we add 
to its value, since a service is worth nothing 
to the man who cannot pay for it. The 
system of promotional rates recognizes this 
principle in a similar way ; after a certain 
minimum of a consumer’s needs is satisfied, 
the service has less and less value pnd him, 


and because of this decli 
utility he is willing to omy Sey ~~ a lower 
rate. 

The declining marginal utility of 
successive units consumed by the in- 
dividual consumer may be different, 
as far as rate making is concerned, 
from the declining marginal utility of 
successive units used by the business 
consumer. A business, with a given 
capacity, as it uses additional units of 
utility service to increase its output 
thereby usually augments its profit 
and its return upon the investment. 
Thus its ability to pay is enhanced and 
the value of service of additional units 
of utility service is greater rather than 


1 Covington & L. Turnpike Road Co. 
Sa (1896) 164 U. S. 578, 597, 41 L. my 


2 “The Value of The Service,” Eleanor Hey- 
man, The Journal of Land and Public Utilities 
Economics, August, 1933, pp. 252-265, 255. 
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Service to the Individual Consumer 




















“Ts some decisions reference is made to the 
individual consumer in such a manner as 
to give the impression that the conditions sur- 
rounding his consumption control the methods 
and policies of rate fixing. Of course, if this 


is done with the view of -writing a political 
decision instead of a judicial one the emphasis 
is thus well placed.” 





less. When the plant reaches its ca- 
pacity of production, it has no more 
use for utility services. The point 
of complete satisfaction is not so 
definite in individual consumption and 
stoppage of use is likely to be less 
abrupt than in business consumption. 


enim value in business con- 


sumption plays little or no part 
since the problem is to reduce over- 
head costs and idle time per unit of 
product and to return costs, with a 
profit if possible, as the output of 
goods and services is increased. To 
the extent that businesses, which use 
successive amounts of utility service, 
must sell the increased output at lower 
and lower prices, causing profits to de- 
crease or disappear, the above analysis 
needs qualifications, but most busi- 
nesses which survive a reasonable pe- 
riod are in the first category. 

When the author holds that the 
lower the rates, the more nearly do 
they correspond to the value of serv- 
ice to the poorer classes of consumers, 
he should more correctly refer to the 
ability to pay or willingness to pay of 
these consumers. There usually is 
ample margin between the value of 
service in use and the price charged. 


The author’s statement that “service 
is worth nothing to the man who can- 
not pay for it” is to deny the existence 
of potential value. 

In another article deploring the as- 
sumed neglect of the public utilities 
commission of Connecticut to give 
proper weight to value of service in 
two water cases, the critic (a witness 
for the consumers in the cases) places 
considerable emphasis upon the in- 
dividual user. The decision of the 
commission in the Ansonia Water 
Case makes the following reference: 


This raises the question—what is the rea- 
sonable value of the water service without 
which a community could not exist? Clear- 
ly the value of the service is the cost to the 
company, honestly and economically man- 
aged, of maintaining properly its plant and 
equipment, its operating expenses and over- 
head charges, and a fair return on the fair 
value of the property necessarily used in 
the rendition of such public service. 

The cost of water to the average domestic 
consumer is about 5 or 6 cents a day for 
the entire household, or about equal to the 
price of one small ‘luxury per day. It is not 
conceivable that a necessary increase per 
customer of one or even two cents a day, in 
erder that the company may properly main- 
tain its service, would create an unbearable 
burden upon the community.’ 


HE criticism by the author of this 
defense by the commission that 


Ansonia Water Co. on) Docket 
No. O73, July 10, 1934, pp. 20-22 
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value of the water service and the 
rates are reasonable when based upon 
cost to the company is as follows: 


The next question is whether the com- 
mission is on solid ground in its assertion 
that an increase of $3.65 to $7.30 a year in 
the water bill to the average consumer is a 
matter of indifference when employment has 
sunk to less than 50 per cent of normal and 
when wage rates have been decreased simul- 
taneously. The unemployed working man 
may reach a different conclusion. It is al- 
sa the last straw that breaks the camel’s 
back. 


Both the commission and its critic 
refer to the individual consumer and 
probably have underemphasized or 
ignored the importance of the business 
and governmental consumer. It 


would have been illuminating if the 
relative quantity of water consumed 
and revenues produced by each of 
these three classes had been given. 
The composite value of service and 
ability to pay may have been quite dif- 


ferent. The commission definitely 
confuses cost of service and value of 
service, but this error will be treated 
later under “Confusion of Concepts.” 

Many decisions of commissions and 
courts involving rate making do not 
refer to the value of service of busi- 
ness or governmental consumers nor 
to the proportion of the service and 
revenues assignable to these consum- 
ers as compared with the individual 
ultimate consumer. In some decisions 
reference is made to the individual 
consumer in such a manner as to give 
the impression that the conditions sur- 
rounding his consumption control the 
methods and policies of rate fixing. 
Of course, if this is done with the 
view of writing a political decision in- 

4“Value of Service and Utility Rates,” 


Clyde Olin Fisher, Journal of Land and Pub- 
lic Utility Economics, February, 1935, pp. 76- 
83. 


stead of a judicial one the emphasis is 
thus well placed. 


HAT important recent decisions 

of some of the foremost commis- 
sions are referring primarily to the 
condition of the individual consumers 
may be exemplified by the decision of 
the Wisconsin Public Service Com- 
mission in the Wisconsin Telephone 
Case. Under the caption of “Value 
of Service” this statement appears : 


The ratio between the charge made for 
a utility service and the income of the gen- 
eral public available for such payments is 
another measure of value of service. If the 
charge for telephone service at a particular 
level represents, let us say, 5 per cent of the 
average family income, then if a drop in the 
general price level results in a drop of 50 
per cent in that average income, in terms 
of dollars, and telephone rates remain con- 
stant, the question might well be raised 
whether this increase in the ratio of tele- 
phone rates to total income did not serious- 
ly affect the value of the service. It would 
seem clear to us that the value of the service 
is definitely related to the income in dollars 
generally available for all essential services 
and commodities. (Italics supplied.) 

If existing conditions continue and the 
drop in the general level of prices persists 
it may be necessary to fix rates in which 
the value of the service becomes an impor- 
tant and decisive factor and that time may 
be near at hand. Then more exact meas- 
ures of value of service can and will be 
fashioned. In the light of economic history 
it is inevitable that the value of service must 
again be applied by utilities in order to 
keep their rates within the area where it 
may fairly be said that they are no greater 
than the services rendered are reasonably 
worth.5 


HERE is some confusion here be- 

tween ability to pay and value of 
service. In regard to the emphasis 
placed by the Wisconsin commission 
upon the value of service to the m- 
dividual consumer, it is evident from 
a review of the decision that while 
business consumers are mentioned, 
there is no attempt to weigh the rela- 
tive number of stations or revenues 


5 P.U.R.1932D, 173, 264, 265. 
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of the three classes of consumers; 
namely, individual, business, and gov- 
ernmental, and measure their respec- 
tive values of telephonic communica- 
tion services and their respective abili- 
ties to pay. Undoubtedly these condi- 
tions are different. The depression 
has not affected them all alike. They 
are usually charged different classes 
of rates. In Madison, Wisconsin, the 
home of the public service commis- 
sion, and the seat of the state govern- 
ment and state university with large 
P.B.X. systems, together with Federal 
governmental units, a city and county 
government, many mercantile units, 
and some manufacturing establish- 
ments, it would have been interesting 
and valuable to know from a telephone 
rate-making standpoint what relative 
importance the residence consumer 
possessed. 

An analysis of sources of revenues, 
or consumption of utility services, 
shows that a considerable part of the 
revenues and consumption may be de- 
rived from production use. Where 
a large proportion of utility service is 
used for further production it should 
not be placed in the same category as 
individual use. 


— instance, a large integrated elec- 
tric utility operating in a part of 
California has the following percent- 
age distribution of about two billion 
kilowatt hours sold during the year 
1934: 


Class of Consumer 
Resi 


Only 13.6 per cent of the current 
sold to residential consumers may be 
classed as ultimate individual con- 
sumption paid for directly by the con- 
sumer. Approximately 80 per cent of 
the current is used in the production 
of other goods and services involving 
the profit motive, while less than 7 per 
cent is required for governmental pur- 
poses and paid for through taxes. 
Upon a revenue basis the proportions 
are as follows: individual or domes- 
tic 33 per cent; business 60 per cent, 
and government 7 per cent. 

The value of the service and ability 
to pay in the case of the consumers of 
this utility depend primarily upon the 
ingenuity and efficiency of the enter- 
priser. Since agitators so often 
espouse the supposed cause of the in- 
dividual consumer it probably would 
be an effective argument in many in- 
stances to show how much of the util- 
ity services are used by enterprisers 
to produce other goods and services 
with the expectancy of making profits. 
However, to return to the question in 
hand, to speak of the value of service 
to the individual consumer of the 


e 


“SPEAKING . broadly in terms of measurement, 

q even with all the attendant indefiniteness, we may say 
generally that value of utility service to the individual is 
far greater than ability to pay for it, or than the actual 
price paid, or what the traffic will bear.” 


370 





VALUE-OF-THE-SERVICE FACTOR IN UTILITY RATE MAKING 


above electric utility is to refer to a 
very small part of the current sold and 
is likely to overemphasize that aspect 
of the utility service. 


Bie obtain the proper orientation of 
the meaning of value of service, 
it is probably necessary to make some 
elementary and homely analyses. For 
example, in the case of value of water 
service to the individual, the value of 
drinking water is the value of life it- 
self. Impure and unpalatable water 
decreases human efficiency and im- 
pairs happiness and contentment. 
Value of water in this light is, objec- 
tively, immeasurable. Here is a clear 
case where value of the service and 
ability to pay are not the same. One 
is subjective and the other objective. 
Measurement, objectively, can only 
approach or betoken the value of serv- 
ice, but it can never definitely gauge 
it. 

Now some of the same life-preserv- 
ing attributes which may be assigned 
to drinking water consumption may 
be assigned to water used for washing 
bacteria from the hands before han- 
dling food, and for general bodily 
cleanliness and for cooking. Electric- 
ity in a hospital operating room is es- 
sential to save life, as is the use of 
electricity in diagnosis and therapy. 
In case of earthquakes, floods, storms, 
the electric or gas light required in a 
telephone company operating room 
may have the same importance. Gas 
used for heating hospitals and homes, 
or residence telephone communication 
in case of serious illness or accidents, 
may be the means of saving lives. 


| eon daily local transportation to 
and from work takes on a value 
of service far above the ordinary val- 
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ue of utility consumption. Such 
transportation is of a highly neces- 
sitous nature. That to be with it, or 
without it, may mean the difference 
between a self-supporting citizen and 
a public charge. 

Hence, services having such a high 
subjective value to the individual are, 
as stated, objectively immeasurable in 
money, or other media. We need not 
worry particularly about the indefi- 
niteness of the term value of service, 
as described, which might in the minds 
of some render it useless. Very few 
things in the realm of the social 
sciences are definite. Even when util- 
ity services are measured objectively 
in money, we find that the value of 
the dollar does not remain fixed. 
During the periods of inflation and 
deflation through which we have just 
passed, the value of the dollar, year by 
year, varied considerably. Speaking, 
therefore, broadly in terms of meas- 
urement, even with all the attendant 
indefiniteness, we may say generally 
that value of utility service to the in- 
dividual is far greater than ability to 
pay for it, or than the actual price 
paid, or what the traffic will bear. 


HILE in many instances we may 

not accurately measure value of 
the service objectively, we nevertheless 
can place a worth upon the various 
utility services by comparisons. The 
values of service for different classes 
of consumption rank from high to 
low. For instance, returning to water 
consumption. The value in use of wa- 
ter for drinking is the highest. The 
use for cooking and bodily cleanliness 
may be placed next, and the value then 
decreases as we use it for washing 
clothes, cleaning house, watering 
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Value of Service Many-sided 


“. . « value of service has numerous gradations and is many- 


sided ; 


it is primarily subjective to the individual con- 


sumer, and both subjective and objective to the business and 


governmental user; 
effect; 


it may be direct and indirect in its 
it 1s potential and actual. Therefore, value of 


service is a generic term composed of many kinds of definite 
specific values of service.” 





lawns, gardens, trees, washing drive- 
ways, sidewalks, etc. 


N a recent case a commission stated 

that $2 per month per tree for wa- 
ter was considered exorbitant when 
comparing it with a boarding house 
water bill, which is only about twice 
this much. In other words, if $4 per 
month for highly essential use is con- 
sidered fair, then $2 per month for a 
much less essential use is exorbitant. 
Thus we have here a fairly definite 
measure between various uses of wa- 
ter. The same sort of comparisons 
can be made between classes of serv- 
ices for the domestic or individual use 
of electricity, gas, transportation, and 
communication, showing differential 
degrees of value of service. 

In the same manner that we have 
gradations of value of service for in- 
dividual consumption of utility serv- 


ices, we have varying degrees of value 
for industrial, business, and govern- 
mental consumption. While it is not 
the intention here to catalogue all of 
the uses of utility services in industry 
and government and assign a rank as 
measured by value of service, a fur- 
ther partial analysis of the consump- 
tion of electricity may be helpful. 

Electricity used for light in indus- 
try is its highest function. In manu- 
facturing where intricate operations 
are conducted it is necessary to have 
the best kind of light which is safe 
and powerful. Electricity fulfils that 
need best. Next, according to the de- 
gree of essentiality, may be placed its 
use in electrolytic processing. As a 
power agent, especially unit power, it 
performs a very essential function. It 
is often indispensable as a heat agent 
where processing requires careful con- 
trol of temperatures. 


372 





VALUE-OF-THE-SERVICE FACTOR IN UTILITY RATE MAKING 


HE life of a retail store, for in- 
stance, depends upon adequate 
lighting for its show windows, its 
signs, its interior and exterior. Simi- 
larly, sufficient street illumination is 
the life of a retail district, and part 
of such cost should be assessed against 
the retail outlets benefiting, because 
most of it is for display and not for 
protection. Few Americans desire to 
trade in a dark, dingy store or in a 
poorly lighted street. Electric illum- 
ination lends itself better to conduct 
retail merchandising than any other 
form of light known. This superior- 
ity also applies to theater lighting. In 
the medical services the light and 
diagnosis functions rank exceedingly 
high in value. In stores, offices, and 
shops where electricity is used for 
power it is with few exceptions sec- 
ondary to lighting. While the impor- 
tance of street railways is declining 
owing to the growth of the bus sys- 
tems, the electric power which is used 
to propel street cars is of great im- 
portance. 
Electricity has a wide range of ap- 


plications in government use. For 
lighting streets and public grounds to 
afford a measure of police protection 
is probably its highest function. To 
operate and light traffic signals may be 
placed next in order, followed by light 
used in offices, yards, and shops. 
Electric power is a necessary use, but 
of a lower rank, although it is prac- 
tically indispensable where high gov- 
ernment buildings are maintained re- 
quiring elevator service and other 
power, and where bridges and other 
works are operated by power. 


_ the foregoing analysis we may 
draw the conclusion that value of 
utility service has numerous grada- 
tions and is many-sided; that it is 
primarily subjective to the individual 
consumer, and both subjective and ob- 
jective to the business and govern- 
mental user; that it may be direct 
and indirect in its effect; that it is 
potential and actual. Therefore, val- 
ue of service is a generic term com- 
posed of many kinds of definite spe- 
cific values of service. 


Part II of this series of articles will appear in the next issue (March 26th). 








Public Ownership and Politics 


ad Par any citizen need to be reminded of the vast political power 
that comes through the organization of employees of publicly 


owned operations? 


If, in this country in which the rotation in office 


is one of the fundamental political beliefs, utilities become publicly 
operated there will be created a political organization entrenched in 
every community throughout the country, the power of which will be 
used not alone for the advancement of the project itself but for the 
personal and political advancement of those in control.” 


ENDELL L. WILLKI 


E, 
President, Commonwealth & Southern Corporation. 
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Shortening Rate Procedure 


N reading the FortnicHtLty for January 

30th, I was very much interested in 
Chester J. Gerkin’s paper on “How to Short- 
en Rate Procedure.” I am not surprised 
(as suggested in your “Pages with the 
Editors”) that the pertinent program pro- 
posed should come from the utilities, but 
I am rather surprised that its author is a util- 
ity lawyer. My experience as a valuation en- 
gineer has been that it has usually been the 
legal tactics of the attorneys that have pre- 
vented the coéperation and the agreeing as to 
facts between the utility and commission en- 
gineers. 

As Mr. Gerkin admits, the idea is not new. 
The conference and stipulation plan has been 
in successful operation for years between the 
Bureau of Valuation, Interstate Commerce 
Commission, and the railroads in valuation 
and recapture cases. However, in public util- 
ity cases before state commissions, another 
step is necessary to shorten rate procedure. 
There should be a rule that requires the com- 
plainants (usually numerous cities and vil- 
lages, civic organizations, and citizens seeking 
publicity with their attorneys and engineers ) 
to get together with the commission and pre- 
sent one case through the commission attorney 
rather than acting independently as they now 
do. I have seen records of cases where 70 
per cent of the record is taken up with dupli- 
cating direct and cross-examination of utility 
and commission witnesses by interveners. 

In New York state where the Public Serv- 
ice Law permits the commission engineers 
and accountants to investigate the utilities’ 
books and property (at the utilities’ expense), 
it has been found that a spirit of codperation 
and fair-mindedness on the part of the utility 
is the element more conducive to a shortened 
procedure and a reasonable result than any 
other. This fact is noted in the unanimous 
decision of January 23, 1936, against the 
Jamaica Water Supply Cotnpany which 
states : 


MAIL BAG 


“The attitude and the response of this 
company in this rate proceeding is in such 
striking contrast to the traditional legalistic 
position taken by many similar large public 
utilities (and indeed to its own prior atti- 
tude as exemplified in Cases 7108 and 7778) 
as to require both comment and commenda- 
tion. Instead of making extravagant claims 
for everything possible at the highest esti- 
mated costs, and raising many and technical 
objections to evidence other than its own, it 
has throughout the proceeding evidenced a 
desire to be reasonable and to give consid- 
eration to the rights and desires of its cus- 
tomers and of the public. In fact the out- 
come of this proceeding is really the result 
of agreement between the engineers and ac- 
countants of the commission and the com- 
pany as to the facts after careful study and 
examination of the books and records of the 
company and the making of such adjust- 
ments as were found necessary to reflect the 
facts and spenanreees as found. 


“By ‘this ‘queunie the meneiinn has 
been shortened and made less expensive. 
As a result the consumer may now have the 
assurance that the company’s books repre- 
sent actual costs and not inflated write-ups, 
and that he is paying the lowest rate for 
water consistent with a fair return as pro- 
vided by law. Regulation has been expedit- 
ed and will have increased respect as a re- 
sult of this avoidance of delay. It is my 
earnest hope that this good example will 
not be lost upon those companies who ap- 
pear to prefer to spend their excess earn- 
ing in legal and other expert fees, fighting 
regulation and benefiting no one, rather 
than in rate reductions for their customers 
and in good will and a fair return for them- 
selves. This proceeding might well mark 
the beginning of a new attitude toward reg- 
ulation by public utilities, and hence in 
greater confidence in it by the public.” 

—Carter H. Lams, 
Valuation Engineer, Jamaica, N. Y. 





HE early part of 1936 will see American turbines providing Madrid 
with electric energy brought more than 100 miles from a new power 


project on the Duero river. 


Transportes Electricas, Saltos del Duero, 


The project, the Hispano-Portuguesa de 


S. A., is being financed 


by American capital and all of the equipment will be of American 


manufacture. 
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Financial News 


and 
Comment 


By OWEN ELY 


American Water Works Should 
Benefit by Heavy In- 
dustry Gains 


HE properties of American Wa- 

ter Works & Electric Company fall 
mainly into two groups corresponding to 
the two functions indicated in its title. 
The company also owns extensive trac- 
tion and bus lines, but gas interests are 
of relatively negligible importance. 
Electric properties (with which the 
company groups its transportation in- 
terests) are completely segregated from 
the water companies under the subhold- 
ing company, West Penn Electric Com- 
pany. 

While the waterworks properties con- 
tribute only about 25 to 30 per cent of 
the system gross, the parent company’s 
larger proportionate equity makes them 
nearly as important as its electric divi- 
sion from the standpoint of the amount 
of net income available to the parent 
company. 

With respect to its water subsidiaries, 
the company is for the most part a so- 
called first-degree holding company; 
with few exceptions operating companies 
are controlled by the parent company di- 
rectly. These properties, located in 17 
states and Cuba, constitute one of the 
largest groups of privately owned water 
supply systems in the United States. 
Population served is estimated at 2,400,- 
000. Among the larger communities 
served are Birmingham, Chattanogoa, 
Pittsburgh, Little Rock (Arkansas), 
Wichita (Kansas), and districts in New 


Jersey suburban to New York; also 
suburbs of Havana, Cuba. The major- 
ity of these subsidiaries have been under 
unified ownership and management for 
more than twenty years. 


HE electric and affiliated properties 

form a largely interconnected sys- 
tem, concentrated mainly in southwest- 
ern Pennsylvania (in the vicinity of, but 
not including, Pittsburgh) and extend- 
ing into nearby Ohio, West Virginia, 
Virginia, and across Maryland to within 
25 miles of Baltimore. The territory 
served has a population of about 2,120,- 
000. As of December 31, 1934, subsid- 
iaries of West Penn Electric Company 
owned and operated 38 electric generat- 
ing stations with an aggregate installed 
capacity of 508,903 kilowatts, 2,933 
miles of high-tension transmission lines, 
449 miles of street and interurban rail- 
way track, and 138 busses operating 
over 1,568 miles. Practically all of the 
electric properties were acquired prior 
to 1923 before the high level of prices 
for utility properties was reached. 
About 50 per cent of electric revenues is 
derived from industrial sources (accord- 
ing to Standard Statistics), and current 
recovery in the steel and coal industries 
should aid the system in rebuilding its 
industrial load. 

With respect to its electric division, 
American Water Works is a holding 
company of the so-called “pyramided” 
type. The top subsidiary, West Penn 
Electric Company, directly controls 7 
subsidiaries, which in turn control 23 
subsidiaries, under which are 10 sub- 
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sidiaries, which in turn control 4 addi- 
tional companies. A large majority of 
the minor subsidiaries are wholly 
owned, however, their purpose being 
not to facilitate marginal control but 
simply to circumvent the legal difficul- 
ties encountered by a company operating 
in more than one state. 


RESIDENT Porter in a letter to stock- 

holders last September (following 
passage of the Utility Act) stated: 

We believe that the electric properties 

, constitute an integrated public util- 
ity system and should not be sub- 
ject to dissolution. . The continued 
ownership and control of the waterworks 
and other nonelectric properties . . . is 
in the interest of the public and of investors 
and . . . should be permitted by the 

SEC. 

Considering the degree of leverage in 
the system’s structure and the fact that 
its electric operations are largely in steel 
and coal territory, American Water 
Works has shown remarkable ability 
during the depression to retain earnings 
for common stockholders. Earnings on 
the common stock dropped from $4 a 
share in 1929 to $1.03 in 1934 ($1.25 
is estimated for 1935), while earnings 
on similar “leverage” stocks of a num- 
ber of other systems have dipped “into 
the red.” 

The waterworks properties have, of 
course, helped to stabilize earnings 
somewhat. Following is a comparison 
of results for the two principal groups 
of subsidiaries for 1929 and 1934, to- 
gether with the consolidated system fig- 
ures (000 omitted) : 

Gross Net 
Earnings Income 
$3,658 

2,636 

28% 


Water Subsidiaries: 


$7,636 
4,516 
41% 


Amer. Water Works & Elec.: 


$13,114* 
8,707* 
33% 


*Before dividends on subsidiaries’ preferred 
stocks. 


\ \ 7 HILE it is difficult to compare ac- 

curately the changes in sales and 
in rates for the electric and water prop- 
erties, the following approximate per- 
centage changes during 1929-1934 may 
be of interest : 

Water Companies—Gallons sold decreased 
about 5 per cent. Average earnings per 
gallon increased about 1 per cent. 

Electric Companies—Kw. hr. output de- 
creased about 8 per cent. Average kilowatt- 
hour revenue decreased about 12 per cent. 


In 1934 the average kilowatt-hour 
revenues amounted to only 1.82 cents; 
while this is partly explained by the 
large industrial load, the company states 
that as a result of reductions affected 
early in 1935 residential rates are now 
“very close to and in some cases below 
the rates charged by privately owned 
utility companies which purchase power 
from the TVA.” 

The decline of 28 per cent in net in- 
come of the water subsidiaries is ex- 
plained by the drop of 5 per cent in gal- 
lonage and by a rise in interest, amorti- 
zation, and retirement charges for the 
water companies as a group. 

American Water Works has for some 
years published a “Statistical and Cor- 
porate Manual” describing in detail all 
of its 114-odd subsidiaries. In the front 
of this booklet is a chart showing the 
corporate relations of these companies. 
Details of capitalization and balance 
sheets, income accounts, operating sta- 
tistics, etc., are presented in a text which 
in 1934 required 119 pages. The in- 
formation thus compiled and readily 
available (initiated long prior to the 
passage of the Utility Act) is another 
indication of the high type of manage- 
ment which the system enjoys and the 
fact that “its cards are all on the table.” 


¥ 
Bond Refunding Operations 


Reviving 
fp fortnight ended February 14th 
passed without important utility 


financing, the only issues recorded by 
Dow Jones being $1,000,000 Wabash 
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Telephone Co, first 44s of 1956 at 100, 
and $1,200,000 Penn-Jersey Water Co. 
first collateral 54s of 1960 at 97. But 
several important issues are now ap- 
pearing and a number of others are “in 
the offing.” 

There were $20,300,000 Connecticut 
River Power Co. first 3s of 1961 of- 
fered at 1044 February 18th, the syn- 
dicate being headed by Lehman Bros. 
(who received the award on competitive 
bidding). Two Public Service of Okla- 
homa issues ($16,000,000 first 4s of 
1966 and $2,000,000 serial debenture 
4s) also were offered February 18th by 
a Field, Glore & Co. syndicate. 

February 27th Morgan Stanley & Co., 
Inc., are expected to offer $55,000,000 
New York Edison Co. 34s of 1965. 
But apparently the offering of $17,500,- 
000 New York State Electric & Gas Co. 
4s of 1965 (Associated Gas & Electric 
system) has been indefinitely deferred. 

Further developments are awaited 
with respect to the refunding of Con- 
solidated Gas of New York’s $70,000,- 
000 debentures and a $50,000,000 Con- 
sumers Power Co. issue. 

Directors of Pacific Telephone & 
Telegraph Co. some time ago approved 
an offering of $30,000,000 34s of 1966 
to be underwritten by Morgan Stanley 
& Co. but approval of state authorities 
and SEC registration has not yet been 
announced. 

A $60,000,000 International Tele- 
phone & Telegraph refunding program 
has been rumored (a detailed analysis 
appeared in the Investment News of 
February 10th), but nothing definite 
has yet been announced. 


* 


Utility, Rail, and Industrial 
Stocks All Selling at about 
17 Times Earnings 


Wane utility stocks have not re- 
covered the position enjoyed as 
market leaders in 1929, it is interesting 
to note that they have now reached a 
parity with industrial issues. Standard 


Statistics’ compilation of price-earnings 
ratios for 242 industrial, 50 utility, and 
10 rail stocks (based on stock prices of 
January 24th in relation to estimated 
1935 earnings) showed that all three 
groups were selling at between 17 and 
18 times earnings, possibly the first time 
since the averages were compiled that 
the three groups have been in such close 
relationship. A table of 21 stocks pre- 
pared by The Wall Street Journal 
(which includes second-grade preferreds 
together with common stocks of repre- 
sentative systems) shows a lower ratio, 
15.7, but some abnormal ratios were in- 
cluded in the compilation. 


¥ 
Weather Aids Gas Companies 


HE record-breaking spell of cold 

weather throughout a large part 
of the United States has resulted in rec- 
ord sales of gas. Two of the largest 
systems in the East Public Service of 
New Jersey and Consolidated Gas of 
New York, report sales ahead of last 
year, the former establishing a new 
peak. Washington Gas Light Co. re- 
ported a 20 per cent gain in the first six 
days of February, about half of this due 
to weather. In Detroit the extreme 
weather has encouraged the use of gas 
ovens as a heating supplement on cold 
mornings, and gas consumption during 
one week rose to 448,000,000 cubic feet. 


¥ 


Farm Electrification 


"ia Rural Electrification Adminis- 
tration (“REA”) continues to en- 
counter delays in its ambitious program 
to spend $100,000,000 in helping to ex- 
tend electric service to the nation’s 
farmers. According to its own figures, 
rural electrification under the new Fed- 
eral program costs about $300 per home 
for installation and equipment alone. 
Engineers assert that unit costs thus far 
have exceeded greatly the comparable 
costs of undertakings by privately 
owned power companies. 
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One project recently approved is for 
the extension of electric service to 300 
farm homes in Aitken county, Minne- 
sota, at an average cost of $333 for each 
customer. Of the 2,467 farms in this 
county 32 already have central station 
electric service, 39 have individual 
plants, and the new project will serve 
about one eighth of the remainder. 
Total interest (at 3 per cent) and amor- 
tization on the investment required for 
this project, would mean a charge of $2 
a month against each customer for a pe- 
riod of twenty years, which with esti- 
mated $3 cost of current for 100 kilo- 
watt hours would make the farmer’s 
monthly bill about $5. 

This was the 22nd regional unit ap- 
proved by the REA, bringing definite 
loans to slightly over $4,000,000 to serv- 
ice some 14,258 rural homes. ( Installa- 
tion costs, which averaged $285 per 
home, do not include the cost for ad- 
ministering REA, whose payroll of 
$390,000 a year is being carried by 
the Federal Treasury.) Mr. Cooke of 
REA has stated that his initial allotment 
of $10,000,000 has been virtually ex- 
hausted (although apparently not a sin- 
gle pole has yet been set). Further funds 
(which were apparently to come from 
the huge $4,000,000,000 administration 
fund) are not immediately available. 
Therefore we now have Senator Norris’ 
super-plan to spend $1,000,000,000 to 
bring electricity to the farms ($100,- 
000,000 a year for ten years), which 
was favorably voted by the Senate Agri- 
culture Committee on February 15th. 

REA officials estimated that last year 
that there was an increase of about 175 
per cent in the number of farms electri- 
fied compared with 1934, but according 
to press comment this was made pos- 
sible by private power companies. 

John Hollen, a field engineer of the 
Iowa State Planning Board, has report- 
ed 13 principal objections by farmers in 
Madison county, Iowa, to a rural elec- 
trification project in that territory 
through the use of codperative farm 
lines. The principal objection was un- 
willingness to cooperate in a 20-year 
payment plan and the dislike for any 


plan involving further indebtedness. 


Details of the survey appeared in the 
(Electrical World, February 15th). 


¥ 
Heavy Load-building Appliance 


Sales Continue 


Ge outlook for electric appliance 
sales in 1936 continues to give 
promise of excellent gains in output 
of electricity for domestic consump- 
tion. Manufacturers of electric refrig- 
erators now preparing their spring pro- 
motional campaigns anticipate sales 25 
to 30 per cent greater than last year, 
passing the $2,000,000 annual sales mark 
which has long been an objective of the 
industry. Last year’s sales (first eleven 
months) showed a gain of about 16 per 
cent over 1934. 

The Commonwealth & Southern 
group of companies, as the result of an 
intensive sales drive for December, sold 
more than $2,650,000 of merchandise to 
its 973,000 domestic customers, bringing 
the year’s total to over $15,000,000. 
Sales in December, which was known as 
“Willkie month,” were about three and 
one-half times those of November. 
Sales methods included special advertis- 
ing, bonuses and prizes to employees, 
special term or payment inducements, 
employee purchases, etc. As the Elec- 
trical World states: “It was a fitting 
climax to a year of outstanding sales 
achievements by the Commonwealth & 
Southern System.” 

Sales of oil burners in the United 
States, which aid in building electric 
current, are estimated to have increased 
over 50 per cent in 1935 over 1934. 

Orders for electrical goods as report- 
ed to the Census Bureau by 78 manufac- 
turers were 23 per cent higher in value 
in 1935 than in 1934. 

An analysis of reports from 170 re- 
tailers of electrical appliances with net 
sales of $8,109,973 in 1934, by Dun and 
Bradstreet, Inc., indicates that 78 per 
cent reported net profits and 22 per cent 
losses. A similar survey for 1935 is 
being conducted. 
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Will “Little TVA” Litigation 
Reach Supreme Court Before 
New TVA Test? 


ow that the TVA Case is tempo- 

rarily disposed of, and the various 
test cases of the Utility Act are still 
drifting through the lower courts, atten- 
tion may again be focused on the numer- 
ous suits brought against the PWA by 
utility companies to test legality of 
the construction of government-financed 
power projects—“Little TYA’s,” and 
municipal power plants for many small 
communities. 

It is difficult to describe the present 
status of this mass of litigation, but a 
summary of some recent developments 
may be of interest. It will be recalled 
that in an effort to side-track earlier law 
suits, the PWA revised its form of con- 
tract. The new contract form was de- 
clared invalid early this year by District 
Judge Watkins in Greenville, South 
Carolina, reaffirming the victory of 
Duke Power Co. in its effort to prevent 
construction of the $2,800,000 Buz- 
zard’s Roost project. Redisposition of 
this case by the U. S. District Court of 
Appeals is now awaited with interest. 

In another case an appeal from the 
District of Columbia Supreme Court 
was returned by the court of appeals to 
the district court for reconsideration, 
based on the new contract form. 

The huge $37,000,000 Santee river 
project (Santee-Cooper Authority) has 
been held up through litigation institut- 
ed by the Carolina Power & Light Co. 
Despite the legal difficulties of the Buz- 
zard’s Roost and Santee projects, a 
third important proposal now pending in 
the same territory is the $17,500,000 
Clark’s Hill power and navigation proj- 
ect on the Savannah river. 


Nn Nebraska the $56,000,000 “Little 
TVA” power project is becoming an 
important issue in state politics. Sena- 
tor Norris, dean of antiutility politicians, 
should naturally be interested in this 
project in his own state. 
Portland, Oregon (usually considered 
“liberal” territory) recently voted 61,- 


265 to 5,853 against a public ownership 
project. The referendum involved a 
$50,000 appraisal expenditure, which 
apparently was considered an unneces- 
sary burden by the taxpayers since pre- 
vious appraisals had been made. 

Ohio Public Service Co. has peti- 
tioned for a restraining order to bar a 
$1,515,000 PWA municipal plant loan 
to Sandusky, Ohio. 

Long Island Lighting has announced 
that it will carry to the Federal courts 
its attempt to prevent a PWA municipal 
plant at New Hyde Park. The appel- 
late division in Brooklyn (a state court) 
had dismissed the company’s applica- 
tion. 

Some discussion has arisen in Con- 
gress regarding the proper method of 
handling appropriations for the huge 
Passamaquoddy tidal power project in 
Maine. Congress has objected to fur- 
nishing new funds through the Army 
Appropriation Bill, preferring that mon- 
ey for major works projects should not 
be pushed through in blanket appropria- 
tions, as previously done. In fact, there 
is some doubt whether Congress will 
give any fresh support to the $37,000,- 
000 project, which was started with 
funds from the emergency works pro- 
gram, but for which the administration 
now requests $9,000,000. 

Mayor LaGuardia is still hopeful of 
developing his project for a huge New 
York city “yardstick” plant. Officials 
from various cities in New York state 
recently met at the city hall in New 
York in a 2-day conference to consider 
amendments to state laws which would 
enable New York and other cities to 
borrow money and set up power author- 
ities for plant projects. 


e 
8 Per Cent as “Reasonable 
Return on Investment’ 


— to a table of prices and 
yields of represenative utility 


bonds of various grades, published in 
the January 2nd issue of the Fort- 
NIGHTLY, the vice president of a large 
utility company has made an interesting 
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analysis of the average yield figures. 
We quote in part from his letter: 


I divided the list into three groups, the 
thirteen items of the BBB class, the thirty- 
two items of the BB class, and the thirteen 
items of the B and CCC classes. The first 
group showed an average yield to maturity 
of 5.46 per cent and that the charges were 
earned 1.64 times and, therefore, the earn- 
ings on the face amount of the issue was the 
product, or 8.95 per cent earnings to face 
amount of issue. The second group showed 
an average yield to maturity of 5.91 per cent 
and that the charges were earned 1.42 times, 
or that the earnings on the face amount of 
issue were 8.39 per cent. The third group 
showed a yield to maturity of 7.48 per cent 
and that the charges were earned 1.16 times, 
or that the earnings to face amount of issue 
were 8.67 per cent. 

The data indicate that as a group aver- 
age the yield is lower where the charges are 
earned with a considerable margin than is 
the yield when the margin of earnings sinks 
as low as what is considered a fair margin 
over dividends. Also, the data apparently 
show that the historical figure of 8 per cent, 
as the reasonable return on all of the money 
equal to the fair value of the property of a 
public utility, is still a pertinent figure, not- 
withstanding that some purchasers today 
are accepting unusually low yields from 
their investments in the highest grade of 
public utility obligations, the face amount of 
which issues is such a small part of the 
total fair value of the property securing 
them that the charges on issues are earned, 
say, four to six or even more times. 


> 


Utility Net Income Gained 
about 12 Per Cent in 1935 


HE reports of 18 electric and gas 
holding company systems for 1935 
(including four for the twelve months 
ended November 30th) reflect an aver- 
age gain in gross revenues of about 5 
. per cent, about the same percentage gain 
in net earnings after operating charges 
and taxes, and 124 per cent in net in- 
come after fixed charges. The latter 
gain was, of course, aided by the re- 
funding operations of some of these sys- 
tems. Sales of electricity were 9 per 
cent larger and natural gas sales gained 
about 10 per cent, while manufactured 
gas increased only 3 per cent. The com- 
pilation was made by the New York 
Times. 
Another compilation prepared by The 


Wall Street Journal and including 21 
systems shows a gain of 10 per cent in 
average net income. Among the prin- 
cipal systems, four failed to show im- 
provement, presumably due to rate ad- 
justments—Consolidated Gas of New 
York, Public Service of New Jersey, 
United Gas Improvement, and National 
Power & Light Co. 

In many cases net income was retard- 
ed by more generous allowance for de- 
preciation in 1935, together with some 
expansion of maintenance activities. 
According to Dow Jones: 

In a number of cases there are indications 
that definite undertakings are under way to 
increase substantially the depreciation re- 
serve so that it will ultimately reach at least 
10 per cent of the investment in the facili- 
ties devoted to the public service. Such 
activities, of course, will have an important 
influence on the earnings for the equity. 


s 
A. T. & T. and Western 


Union Gains Accelerate 


| gee ened Gifford of American Tele- 
phone and Telegraph Co. has made a 


preliminary estimate of $7 a share for 
1935, compared with $5.96 for 1934. 
Current earnings are estimated to be 
running at the annual rate of about $8 


a share. When the system’s extensive 
refunding program is completed (pos- 
sibly in 1936) a further gain in stock- 
holders’ earnings should automatically 
result. 

During the depression American 
Telephone steadfastly maintained a $9 
dividend, involving disbursement of 
$172,000,000 yearly among some 700,- 
000 stockholders—many doubtless de- 
pendent on this income. As Dow Jones 
points out, the management might have 
occasion to readjust the dividend after it 
returns to its former program of stock 
financing (possibly in 1937 or 1938). 
Such financing would again mean valua- 
ble rights, possibly offsetting any divi- 
dend reduction. 

Western Union’s preliminary report 
for 1935 shows $5.03 against $2.14 in 
1934, and current earnings are estimated 
at the rate of $6 a share. 
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Federal Incorporation— 
The Regulation of the Future? 


 y the Federal Holding Company Act 
should follow the NRA and the 
AAA into the constitutional scrap heap, 
attention undoubtedly will be focused 
upon an alternative of Federal control 
that is being vigorously discussed in 
Washington of late—a Federal incorpo- 
ration statute. The consideration of 
this problem goes surprisingly far back 
in the comparatively short history of 
our politico-economic problems. As far 
back as 1885, and in a few instances in 
the nineties, some discussion of Federal 
license or incorporation occurred. 

It was in 1904, however, that James 
R. Garfield, commissioner of corpora- 
tions, in a report to the old Industrial 
Commission, discussed in some detail a 
“Federal franchise or license system for 
interstate commerce.” In 1910, the sub- 
ject appeared in the messages of Presi- 
dent Taft and the speeches by his attor- 
ney general, the late George W. Wick- 
ersham. In that year the so-called 
“Taft-Wickersham Permissive Federal 
Incorporation Bills” were introduced in 
the Senate and the House. Since that 
time, the matter has engaged the atten- 
tion of such important figures as late 
President Theodore Roosevelt, late 
President Wilson, former Senator Kel- 
logg of Minnesota, Judge Gary, and 
Elihu Root. 

Until 1935, however, the question re- 
mained largely one of academic interest. 
A very enlightening history of the sub- 
ject is contained in the report of the 
Federal Trade Commission to the 70th 
Congress, first session (Senate Docu- 
ment No. 92, Part 69A). In 1935, 
Senator Joseph C. O’Mahoney, Demo- 
crat of Wyoming, introduced a bill (S. 
3363, August 5, 1935) for the purpose 
of granting Federal charters to inter- 


state corporations. The bill was not 
acted upon in the 1935 session and is not 
likely to be acted upon in the current 
session. However, interest in this gen- 
eral idea is becoming increasingly wide- 
spread in view of the pressure for 
greater centralized control of industry 
and the constitutional obstacles which 
have hampered other devices for obtain- 
ing such control. 


_ very well-written, well-rea- 
soned, and well-documented article 
on the subject appears in the January is- 
sue of Harvard Law Review, by Harris 
Berlack of the New York Bar. Interest 
in the article is not decreased by the fact 
that the author had the benefit of com- 
ment and suggestions from Professor 
Felix Frankfurter of the Harvard Law 
School and John J. Burns, general coun- 
sel of the Federal Securities and Ex- 
change Commission. 

At the outset, Mr. Berlack takes a 
very practical approach to the problem 
by questioning whether a Federal incor- 
poration statute would be really worth 
the bother if restricted entirely to purely 
interstate corporate transactions as dis- 
tinguished by leading decisions of 
the Supreme Court (particularly the 
Schechter Case). He points out that 
comparatively little of the great bulk of 
our business is carried on by companies 
which are simply intermediaries en- 
gaged in interstate traffic. On the other 
hand, the most successful manufac- 
turers distribute their own products ei- 
ther directly or through subsidiaries 
and, therefore, have taken the produc- 
tion of their own merchandise. He con- 
cludes that the power to regulate the 
transportation phase would mean little 
if it did not also include the power to 


381 





PUBLIC UTILITIES FORTNIGHTLY 


regulate the manufacturing phase, and 
there we get into very deep constitution- 
al water, indeed. 

Mr. Berlack sees some merit in the 
argument that Federal control for pur- 
poses of an interstate corporate charter 
might include intrastate transactions, al- 
though he is very doubtful that the Su- 
preme Court would go along with such a 
suggestion. Citing with approval the 
writings Victor Morawetz, the author 
states : 


But it should be easy to see that all of the 
discussion as to whether manufacture is in- 
terstate commerce or vice versa is really 
irrelevant here. Manufacture may very 
well be peculiarly within the exclusive ju- 
risdiction of the state; it “might not be 
when isolatedly considered within the im- 
plied power of Congress” to control; but it 
would still be “appropriate or relevant” and 
even essential to the success of the business 
of a Federal corporation. Manufacturing 
is no more local in its nature than the con- 
duct of trust funds or the settlement of es- 
tates; it has certainly a more important 
connection with interstate commerce than 
trusteeships and executorships have with the 
business of banking; it should be no less 
within the power of Congress to grant to a 
corporation of its creation. 


O F course, there is the distinction be- 
tween affirmative regulation by 


Congress such as was attempted in the 
National Industrial Recovery Act and 
the peculiar regulatory approach (or 
perhaps more accurately a quasi regu- 
latory approach) that would inhere in a 


Federal incorporation statute. On this 


point, the author states: 


But there is open the possibility that Con- 
gress may create corporations without the 
corporate power to violate its established 
standards for the conduct of business. It 
is possible to conceive of a corporation 
which has no power to employ child labor, 
no power to sponsor a company union, and 
whose acts in contravention of standards of 
fair competition would be wltra vires. 
Whether the creation of such corporate 
eunuchs would be an acceptable method for 
the invasion of the states’ field of local 
regulation would depend to a large extent 
upon the favor with which the entire plan 
would be received by the courts. If it were 
held that all interstate corporations might 
be forced to accept Federal charters, it is 
doubtful whether such limitations would be 
permitted; or rather, these limits upon the 
powers of Federal corporations would prob- 


ably constitute a controlling reason for de- 
nying the right to impose this form of or- 
ganization upon all interstate business. On 
the other hand, if state corporations must be 
permitted to engage in interstate commerce, 
subject to Federal licenses—which seems 
more likely—the decision would not be of 
much importance one way or the other. 


Mr. Berlack also has constitutional 
doubts about such a device. He points 
out that if the Schechter Brothers, for 
example, were not engaged in interstate 
commerce for the purposes of the Na- 
tional Industrial Recovery Act, they 
would scarcely be engaged in interstate 
commerce for the purpose of some 
prospective Corporation Act of 1936. 
“NRA cannot be validated by making it 
NRA, Inc.” He also points out that for 
all the broad powers vested in the In- 
terstate Commerce Commission and the 
intricate system of control which has 
resulted, little or no attempt has been 
made to obtain results by the regulation 
of the details of organization or the in- 
struments of the exercise of corporate 
power. Thus, neither the rail carriers 
nor the communications carriers, both 
of which are under Federal regulation, 
are subject to Federal restriction or dic- 
tation as to the nature of their capital 
structures, qualifications of officials, 
constitution, stockholders, and other 
numerous details generally classified as 
“internal affairs.” 


GAIN, it is observed that there would 
be little practical advantage to be 
gained if the device of Federal incorpo- 
ration were adopted solely as a means 
of broadening the basis of security con- 
trol. This has already been done by the 
Securities Act of 1933. It is perhaps 
as far as the Federal government can 
validly go in this direction. 

Waiving questions of the validity of 
the O’Mahoney bill, or even more com- 
prehensive measures for Federal incor- 
poration, what is there to be accom- 
plished by the centralization of such 
corporation control in the Federal gov- 
ernment? Uniform corporate adminis- 
tration through the elimination of cor- 
poration-Renos such as Delaware and 
some other states ? 
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On this point, Mr. Berlack observes: 


There is little reason to believe that this 
difficulty would be remedied by removing 
it to the larger field of Federal control. 
The problems of administration would not 
be lessened by entrusting their solution to 
Federal rather than state administrators. 
Despite the generally greater availability of 
talent to the Federal departments, it is a bit 
optimistic to hope that a group of men could 
be found capable of deciding unerringly 
what securities the American public shall 
be permitted to buy. Their judgment must 
necessarily be sometimes good and some- 
times bad; sometimes unfair to seekers of 
capital, and sometimes equally unfair to the 
investing public—in the end no better, per- 
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haps, than an informed investor could make 
for himself. 

So long as our industrial economy com- 
prehends the existence of privately owned 
enterprises freely bidding among the public 
for contributions of accumulated capital— 
so long as the fundamentals of this system 
are not to be changed, probably the very 
best protection for investors will be the 
complete disclosure of all facts which may 
affect the soundness of their investments. 
The present Federal laws have made 
extraordinary advances in this direction. It 
it too early to judge of the extent of their 
success; but, for the present, it is safe to 
say that substantial numbers of fraudulent 
schemes and unsound securities have been 
prevented from entering the market by the 
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fear of the intensive internal probing that is 
within the province of the Securities and 
Exchange Commission. “Let in the light 
and the public will see for itself” is a maxim 
which seems to be working, at least to the 
extent of deterring those who are afraid of 
the light. And as pointed out above, Fed- 
eral incorporation would add little or noth- 
ing to the effectiveness of the present sys- 
tem. 


NOTHER economic advantage that 
might be urged for Federal regu- 
lation of all industrial corporations 
through charter licensing is urged on 
behalf of the so-called “anti-bigness” 
advocates who fear disastrous conse- 
quences from the accumulation of 
wealth and power in a comparatively 
small number of corporations. This 
problem has been dramatically portrayed 
by the well-known volume of Berle and 
Means published in 1932, entitled “The 
Modern Corporations and Private Prop- 
erty.” In this work it is charged that 
200 nonbanking corporations dominated 
by a few hundred persons control di- 
rectly about one fourth of all assets and 
that their influence extends far beyond 
the assets under their direct control. 
Mr. Justice Brandeis, whose writings 
indicate that he, perhaps, shares the 
fears of the “antibigness” school, in 
company with Professor Felix Frank- 
furter, once said: “Through size cor- 
porations, once merely an efficient tool 
employed by individuals in the conduct 
of private business, have become an 
institution—an institution which has 
brought such concentration of economic 
power that so-called private corpora- 
tions are sometimes able to dominate the 
state.” It was this fear of size that 
largely led to the agitation for such leg- 
islation as the “death sentence” provi- 
sion of the Federal Holding Company 
Act. It may also be perceived behind 
the proposed legislation to tax chain 
stores. 
Some economists who accept the 
evolution in the size of the corporate 


form of industrial control as inevitable 
have a tendency to look upon these anti- 
bigness ideas as nostalgic idealism—as 
impracticable as King Canute’s com- 
mand to the waves. They make alter- 
native suggestions for harnessing the 
corporate system within the shaft of 
social control. 


M* Berlack does not pass judgment 
on these two rival schools of 
thought, but he does fail to see where a 
Federal incorporation statute would be 
likely to attain either end. He con- 
cludes : 


One need not be reactionary to be alarmed 
by the progress of a centralizing process 
which has reached a stage where the condi- 
tions suggested above are within the range 
of serious consideration. One need not be 
radical to suggest that the maintenance of 
the Federal system is essential to the preser- 
vation of our liberties. Nor is “the preser- 
vation of our liberties’ a mere hollow 
phrase. Developments in European countries 
with highly organized modern economic sys- 
tems give ample grounds for alarm, and re- 
cent events in Louisiana are sufficient indi- 
cation that dictatorship in this country is not 
beyond supposition. It is significant that 
one of the first acts of the new German 
dictatorship was to abolish the remnants of 
a decadent federalism, and it is perhaps even 
more significant that the Italian dictator has 
given to his economic system the name of 
“the corporative state.” 


Therefore, this author summarizes as 
follows: That effective control of the 
corporate system of economic develop- 
ment to the interest of society as a whole 
is a major problem of modern social or- 
ganization; that to vest the unlimited 
control of this system in the central gov- 
ernment of the nation involves dangers 
perhaps greater than those sought to be 
avoided; that other effective means to 
accomplish the desired end should, and 
doubtless can be, devised. 

—F. X. W. 


FEDERAL INCORPORATION AND SECURITIES REG- 
ULATION. By Harris Berlack. Harvard 
Law Review. January, 1936. 





A term of derision applied to men of special training who 


“Brain Trust—A phrase formerly in common usage but now becoming 
obsolete. 


put that training at the service of their government.” 
—Harorp L. Ickes, 
Secretary of the Interior. 
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Yardsticks and the Consumer 


HE Yardstick program comes in 

for some critical scrutiny in an ar- 
ticle by Charles H. Frazier, Jr., utility 
engineer, in the February Review of Re- 
views. Taking the position that the 
power companies have allowed them- 
selves to be maneuvered into the posi- 
tion of defending utility investors 
against the consumers, and have neglect- 
ed to fight it out with their critics along 
social lines, Mr. Frazier meets the argu- 
ments of public ownership advocates on 
their own grounds. The article under- 
takes to demonstrate the falacious char- 
acter of the argument that electric serv- 
ice is a monopoly unaffected by price 
competition, thus demolishing one of the 
major props of the yardstick argument : 


Competition is generally recognized as the 
determining factor in rates for wholesale 
service. Those that cry monopoly forget 
that this is equally true of an important 
part of the retail service. Nevertheless, the 
fact is that electricity is only one of a 
number of equally satisfactory means of 
cooking, heating, or refrigeration. If elec- 
tricity is used for these services—and it is— 
then the rates are determined by competi- 
tion. As a result, direct competition is ef- 
fective in no less than 60 per cent of the 
nation’s power bill. 


Mr. Frazier takes Canadian rates as 
evidence that rates depend more on the 
economic factors in the marketing of 
electricity, than on politics. 


When this analysis is applied to Canada, 
the main reason for the difference in use 
become clear. There exists in that country 
no resource comparable with the natural 
gas and oil fields of Texas, Oklahoma, West 
Virginia, etc., nor with the anthracite de- 
posits in Pennsylvania and the bituminous 
coal fields of the Appalachian Mountains. 
Electricity in Canada can therefore com- 
pete on more nearly even terms with other 
fuels, and the average use should conse- 
quently be higher. 

What has all this to do with Canadian 
rates? Simply this: The price at which 
it is possible to sell electricity depends 
largely on this factor of average use. Ifa 
customer is using, let us say, 500 kilowatt 
hours a year, the cost of serving him might 
be some thirty dollars; but if he doubled his 
use it would not cost twice as much to serve 
him, but only five to ten dollars more. 
Therefore, it is clear that the road to lower 
prices is higher average use, and further 


that materially higher average use is found 
only when other fuels are relatively expen- 
sive. 


It is simply a waste of time, in Mr. 
Frazier’s analysis, to envy Canadian 
home owners their domestic service 
costs. The great majority of them still 
depend on gas and coal. So, for the 
average customer, what is saved on his 
electric bill is more than made up for 
by increased cost of other fuels—not to 
mention his increased tax burden, if he 
is served by a municipal utility. 


Thus the look at Canada merely shows 
that economic factors, and particularly the 
competitive fuel situation, dominate in the 
setting of electric rates. Far from proving 
the existence of monopoly in the United 
States, it is fresh evidence that arbitrary 
rate making is out of the question for pow- 
er companies, even as it is for any other 
competitive business. It may safely be said 
that even if regulation ended tomorrow, 
rates would continue to decrease, as the 
market for electricity expands. 


Bye ne 25-year-old experiment in 
political management of public 
utilities, favorite theme of American 
yardstick advocates, actually is a major 
object lesson on the pitfalls of public 
ownership, according to Mr. Frazier. 
In Ontario, the founders of the huge 
public power system were merely going 
to set up a standard of service which 
citizens could use in judging the pro- 
priety of the rates charged them. 


Yet the history of the Ontario Hydro- 
Electric Power Commission—popularly 
known as The Hydro—is one of continuous 
encroachment upon the field of private en- 
terprise. Starting in 1910 with a contract 
to buy part of the power generated by one 
private plant at Niagara Falls, to be trans- 
mitted and resold to thirteen nearby towns, 
it has taken over practically every electric 
company in Ontario. Here is a Power 
Trust indeed! 

The truth of the matter is that the very 
nature of undertakings of this sort is to ex- 
pand until they dominate the field. Power 
begets power—and while private enter- 
prises are limited in their expansion, both 
by economic (and statute) law and the ef- 
forts of their competitors, no such restric- 
tions bind public enterprises. 


Even the object of the yardstick pro- 
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gram is claimed to be of little conse- 
quence, from a social point of view. 
Stated bluntly by Mr. Frazier, it means 
that if electricity is to be a boon to 
American householders, it must at least 
equal the prices of alternative fuels. 
This means average rates between three 
and seven mills a kilowatt hour, for full 
household use. 


? ee author of this Review of Re- 
views article sums up in these 
words : 


It has been shown that the factor of com- 
petition with other products, together with 
the improvement in state regulatory meth- 
ods, will keep electric rates at reasonable 
levels—that the yardstick technique is not 
only unnecessary to keep prices down, but 
is likely to lead to a government power trust 
the implications of which have not even been 


FORTNIGHTLY 


considered. And it has also been shown 
that there is no important social objective 
to be gained in return for the losses inves- 
tors may be, and are being, compelled to 
suffer. 

One is forced to the conclusion, therefore, 
that it is a mistaken conception of the na- 
tion welfare which has motivated those who 
are responsible for the program’s adoption 
and who press for its fulfilment. Indeed, in 
view of the appealing nature of the cheap 
electricity shibboleth, we should not wonder 
that this is the case. 


The idea that government business 
operations are bound to be superior is 
just as illusory as the ancient boast of 
the despots to the effect that the King 
can do no wrong. 

—R. R. 


YARDSTICKS AND THE CoNSUMER. By 
Charles H. Frazier, Jr. Review of Reviews. 
February, 1936. 





Hydro Power in Search of a Market 


ow that the Federal government 

has been given a “green light” 
by the Supreme Court to proceed with 
its hydro power program in the Ten- 
nessee valley, and perhaps elsewhere as 
well, about the only check to prevent 
Congress from running wild on power 
development is, to paraphrase Justice 
Stone in the AAA Case, its own exer- 
cise of self-restraint. Of course, if 
Congress fails to do this to the satis- 
faction of the people, the latter can 
arise in righteous wrath at the polls 
and “turn the rascals out” for either 
building too many dams or not enough 
of them, as the prevailing popular sen- 
‘timent may dictate. 

The trouble with this procedure, how- 
ever (assuming the Congress errs on 
the side of extravagance), is that it is 
a good deal like putting the proverbial 
lock on the barn after the horse is 
gone. Obviously, government dams 
once built will not be pulled down. 
Very probably government dams under 
construction will be completed. To 
think otherwise would indicate consid- 
erable naiveté concerning the practical 


function of modern politics. Nor is 
it likely that Congress would ever dis- 
pose of its possible future white ele- 
phants to private interests, even assum- 
ing that the latter would be interested 
in acquiring white elephants (a violent 
assumption indeed). It is more likely 
that there will always be in Congress 
a coterie of public ownership champions 
strong enough to block such backsliding 
in the iniquitous direction of Special 
Privilege. 

The sensible thing for both Congress 
and the people to do then is to look 
before the government leaps. It is too 
late for even that on many projects to 
which the government is now commit- 
ted. However, the roster of TVA, 
Grand Coulee, Bonneville, Caspar Al- 
cova, etc., is modest compared to the 
grandiose visions of some hydro enthu- 
siasts who would dam, ditch, and drain 
practically every torrent in the country. 


hat better place, therefore, to 
study the process of building 
power dams far ahead of a discernible 
market than in our neighboring coun- 
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Baltimore Sun 


THE FAT BOY AT THE DIKE TAKES A BATH 


try of Canada, where this idea has been 
carried so far that the Province of 
Ontario has to pass laws to repudiate 
its own contracts for power to keep 
from being drowned financially in its 
own hydro supply. 

Fergus J. McDiarmid, a utility se- 
curity analyst for an American life in- 


surance company, has written an ex- 
ceedingly readable account of this 
situation in the house organ of his com- 
pany. He starts out by sketching 
briefly the kind of people who live in 
Ottawa, Canada—“about the last city 
in North America that one would ex- 
pect to indulge in a boom.” Yet here 
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in this stiff little city of 130,000, 
strangely unaffected by mass enthu- 
siasm, where the “menfolk still go to 
the office on week days in wing collars 
and to church on Sunday in morning 
coats,” a boom—an electrical boom— 
came sweeping up out of the South 
during the golden days of 1925. More 
accurately, it was an American boom. 
Americans insisted on spending a hun- 
dred million or so building dams and 
power houses around Ottawa, and, of 
course, few of the natives objected. 
Some few Canadians even became in- 
fected with the Yankee spirit and 
climbed on the band wagon with their 
good, hard-earned Dominion bank notes. 

Mr. McDiarmid, who seems to have 
toured this district quite extensively, 
writes with a pleasant flair about the 
former tumultous scenic splendors of the 
Ottawa and Gatineau rivers at such 
points as Chaudiere, Paugan, and Chats 
Falls. But the balance of his story is 
not so pleasant. He tells us that be- 
tween 1926 and 1933, as a result of the 


power boom, nearly a million electric 
horsepower was made available (with 
the issuance of 115 million dollars in 
bonds )—nearly enough to serve the en- 


tire city of Chicago. And for what 
market was this great power developed? 
The modest city of Ottawa was already 
adequately supplied ; the rest of the local 
market was negligible. However, there 
were the inevitable optimists who pre- 
dicted that vast industries would soon 
flock into Ottawa to lap up this cheap 
power. (Does this sound like Grand 
Coulee or Bonneville? Remember, this 
was a private development; not govern- 
ment ownership gone balmy.) 


ORTUNATELY for the temporary re- 

lief of the optimistic entrepreneurs, 
the ambitious Hydro-Electric Power 
Commission to the south ‘came to the 
rescue. Why nobody, least of all 
the present administration of Ontario 
Hydro, seems to understand. There 
were rumors of a “deal,” of “unload- 
ing,” of “irregularity,” but in any event 
the Ontario Hydro signed up to take 
increasing blocks of power from these 


hydro giants at the rate of $15 a year, 
and the bondholders danced in the 
streets. But not for long. Mr. Mc- 
Diarmid states : 


While in Ottawa this summer I tried to 
get “the lowdown” on the situation as it 
now stands. The subject was very much 
in the air, because the Ontario government 
had recently broken the contracts on which 
the power companies still largely depend 
for the sale of their power. The govern- 
ment claimed that the contracts were illegal. 
Be that as it may, no one disputed the fact 
that the Ontario Hydro had no need of the 
power. But what of the new industries 
which were to flock in and take advantage 
of the power which was almost being given 
away around Ottawa? I had in mind the 
fact that since the enactment of the Hawley- 
Smoot Tariff and the Canadian tariff re- 
prisals that followed, hundreds of American 
industries had established branches in Cana- 
da. As far as I was able to learn, none of 
these plants had located in Ottawa. They 
had set up shop in Toronto, Hamilton, Mon- 
treal, and Windsor, where rates for indus- 
trial power were very much higher than in 
Ottawa. The cost of power, then, could not 
have been a very important factor in their 
choice of a site. The theory of the optimists 
that cheap power alone is sufficient to at- 
tract industry to a district was thoroughly 
exploded. 


As an anticlimax, Mr. McDiarmid 
tells of a jaunt he took up the Gatineau 
just nine years after the bustling boom 
of 1926. The natural falls were 
thoroughly harnessed by a melancholy 
power house (Chelsea plant) where 
giant turbines idled. Happy French- 
Irish natives alternately poked fun at 
and frowned upon the power house that 
“spoiled the river.” Modest logging op- 
erations still survive to show that no 
new industries lured by cheap power 
have yet arrived. 


PPARENTLY building bigger and bet- 

ter power plants does not follow 

the proverbial rule laid down from 

mouse trap manufacturing in achieving 

a well beaten path to its doorstep. Mr. 

McDiarmid’s piece ends on a challeng- 
ing note: 

What then is to be the fate of the Grand 
Coulee scheme in Oregon, or the Tennessee 
valley project? Are they going to be al- 
lowed to confiscate the private power com- 
panies in their territories by selling power 
at ruinous rates? And after that, what? 
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Will their turbines turn with their water 
gates only a quarter open, while their gen- 
erators whirl at full speed in the ears of 
the American taxpayer? 

Mr. McDiarmid really should take a 
trip up to Eastport, Maine, to observe 
the splendor of the rushing tides of the 
Bay of Fundy before they get haltered 
at Passamaquoddy. He may be con- 


strained to say in the words of the popu- 
lar radio entertainer, “It’s only the 
beginning folks, it’s only the begin- 


ning !” 
—F. X. W. 


GovERNMENT Power Projects. By Fergus J. 
McDiarmid. Life with the Lincoln. Fort 
Wayne, Ind. Winter, 1935. 








World-Wide Rural Electrification 


ITH Senator Norris contending 
for a bill that would appropriate 
a billion dollars for a Ten Year Plan for 
rural electrification and with administra- 
tion critics pointing out that the REA 
has experienced considerable difficulty 
in getting rid of a fraction of that year- 
ly amount on a self-liquidating basis, the 
arguments over rural electrification 
grow hotter and hotter in Congress and 
out of it. Last fall, when the subject 
was warming up, REA director, Mor- 
ris L. Cooke, commented adversely on 
the position of the United States in rural 
electrification. The inference was hard- 
ly complimentary to what has actually 
been accomplished to date in this coun- 
try by the privately operated electric in- 
dustry. He stated: 
Actually only one farm. in nine in this 
county as yet is enjoying electric service. 
; Yet, in Japan, nine out of every ten 
homes are. benefited by electric service. 
If we go to Europe, we find the 
leading nations far in advance of the United 
States in providing electrification for rural 
areas. . . . In Sweden, over 40 per cent 
of the farms are electrified. 


On another occasion, Mr. Cooke re- 
marked that “we lag behind the most 
progressive countries of Western and 
Northern Europe” in the matter of 
rural electrification. 

H. S. Bennion, of the Edison Electric 
Institute, was not slow to answer these 
remarks. In an article reprinted in /n- 
dustrial News Review, he declared that 
we lead the world in rural electrification. 
First of all, Mr. Bennion points out that 
electrification of farm homes in America 


could not fairly be compared with the 
average for all homes in Japan. In 
states of denser population (comparable 
to Japan), Mr. Bennion places the per- 
centage of home electrification from 95 
to 98 per cert, as compared with 90 per 
cent for Japan. In rural cities of the 
United States comparable to Sweden, he 
claims that from 60 to 70 per cent are 
served with electricity, as compared 
with the 40 per cent cited by Mr. Cooke. 
Unfortunately, he says there are prob- 


ably no statistics available showing the 
state of rural electrification in countries 
other than Canada. 


ANADA and Russia, observes Mr. 
Bennion, are similar in population 
density to the United States—much 
more so, at least, than European coun- 
tries or Japan. Mr. Bennion states: 


In the United States as a whole, at the 
present time, there are approximately 775,- 
000 farms served by electric power lines. 
This is 12 per cent of the total farms of the 
country. One farm in every 8 has electric 
service. About 150,000 additional farms are 
reached by existing power lines, but have 
not yet taken the service. 

The figures just given relate strictly to 
farm electrification. If we include hamlets, 
villages, filling stations, and a variety of 
other rural establishments, 35 per cent of 
rural population, or one person in every 
three, is now served with electricity. In 
New Hampshire, 70 per cent of the farms, 
in Rhode Island, Connecticut, New Jersey, 
Utah, and California, 60 per cent, and in 
Massachusetts 57 per cent of the farms are 
served from electric power lines. Accord- 
ing to the U. S. Census of 1932, 15,527 out 
of a total of 16,598 incorporated towns and 
cities in the United States, or 94 per cent, 
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were served by electricity. Private corpo- 
rations served 13,772 of these communities. 
In addition, a rural nonfarm population of 
8,000,000 and a 2,000,000 farm population 
were served by private corporations. ee 

In Canada, a country of comparatively 
low population density and scattered farms, 
the percentage of rural electrification was 
10 per cent, according to the 1931 report of 
the Dominion Bureau of the Census. In 
the Province of Ontario, where the density 
of farms is greater and rural electrification 
has been subsidized by the provincial gov- 
ernment, 17 per cent of the farms were elec- 
trified. Across the line from Ontario, in 
Michigan, 22 per cent, and in New York 
state 36 per cent of the farms are electrified. 

For Russia no statistics on farm electrifi- 
cation are available, but from unofficial 
sources it appears that rural electrification 
is practically nonexistent. 


O* the Japanese situation, there is 
noted the following report on rural 
electrification from the Annual Review 
Issue of the Japan Advertiser for 1934— 
1935: 


The rural depression in 1933 reduced the 
number of households provided with electric 
light. This was the first reduction ever re- 
corded in Japan where hitherto the advance 
had been steady. However, even now more 
than 90 per cent of the households in Japan 
are provided with electric light. 5 ie 

f course, in farm cottages and in the 
poorer districts of the country, outlets are 
few. One bare globe hanging from the ceil- 
ing in the main room of the house is the 
standard for the vast majority of consumers. 


In the six largest cities of Japan the gains 


have been more rapid. These six municipal- 
ities in 1927 contained 21 per cent of all the 
lamps in Japan. In 1933 this percentage had 
run to 34 per cent. In fact, outside of these 
six cities the entire country gained only 144,- 
000 lamps between 1927 and 1933, graphic 
evidence of the strength of the rural depres- 
sion, for there are more than 100 other cities 
in Japan with populations of 50,000 or more. 


Mr. Bennion adds that the installed 
capacity per customer in the United 
States was three times the installed ca- 
pacity per customer in Japan. On the 
British situation, he finds’ that only 4,- 
200,000 homes out of 12,000,000 in 
Great Britain were served with electric- 
ity in 1934, although it would be a com- 
paratively simple matter to reach all 
communities in that country on account 
of the population density. Despite sub- 
sidy in the form of free current over a 


period of years for appliances, the On- 
tario government was able to electrify 
17 per cent of the farms in that province 
at the end of 1931, or less than half the 
rural percentage in the neighboring state 
of New York. As to use of current in 
Ontario, Mr. Bennion states : 


In Ontario, because of the relatively low 
cost of generating electricity as compared 
with the relatively high cost of fuels for 
cooking and water heating, a heavy use of 
electricity for these two purposes has de- 
veloped in the urban territory by the more 
well-to-do customers who constitute about 
27 per cent of the total. But aside from 
this use of electricity by one fourth of the 
domestic customers, the other three fourths 
of these customers do not use any more elec- 
tricity than is used in the United States. In 
point of fact, the American housewife is 
better supplied with labor-saving devices 
than is the housewife in Ontario. 


rural electrification are horrified at 
the thought of Federal loans being made 
to privately owned utilities for this pur- 
pose. Says the editor of Public Owner- 
ship: 

This is certainly an astounding situation. 
It has very naturally brought a very vigor- 
ous protest from United States Senator 
Norris and Congressman Rankin who are 
especially interested in the public power pro- 
gram and especially in rural electrification. 

If the revelations brought out by the seven 
years of investigation by the Federal Trade 
Commission have taught us anything; if 
the history of recent years and our long and 
futile struggles with the private power in- 
terest have had any meaning whatever, it 
would seem that we should know by this 
time how futile and fatal it is to continue 
pouring government funds into the capital 
accounts of these private corporations. 

Former President Hoover, during his ad- 
ministration, contributed out of the public 
funds huge sums to bolster up the private 
banking system, the railroads and other cor- 
porations. It saved neither the banks, the 
railroads, nor the corporations; it piled huge 
debts upon the back of a long-suffering peo- 
ple and instead of solving our problems, it 
only made matters worse. 

The Roosevelt administration has been 
pursuing much the same policies. 

Shall we now continue these processes 
and pour another one hundred million dol- 
lars of the public funds into the coffers of 
the private power companies on the theory 
that by so doing we will help them to ex- 
tend rural electrification? 

If we do—if we accept and follow the all- 


bye the same, the political friends of 
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too-eager suggestions of the private power 
interests, the results will be the same as 
before. More money wrung from the pub- 
lic; more money and more power to the 
corporations; more debts for the people to 
carry; and precious little rural electrifica- 
tion. 

We protest! 

And we hope that the vigorous protest of 
Senator Norris, Congressman McFarlane, 
and others may yet be effective in prevent- 
ing the continuance of this unfortunate 
policy. 


ey to say, Senator Norris and 
others did not fail the friends of 
public ownership. In his proposed “Ten 
Year Plan” bill (S. 3483), the Senator 
from Nebraska was careful to provide 
that Federal laws should be restricted 
to “states, territories, and subdivisions 
and agencies thereof, municipalities and 
private codperative, nonprofit, or limit- 
ed-dividend corporations and associa- 
tions.” Truth to tell, the municipal 
plants have not done a great deal for 
rural electrification so far. The New 
York Times, analyzing the Quinquen- 
nial Report of the Bureau of Census on 
Electrical Industries for 1932 (before 
the birth of REA) stated: 

Municipal plants have developed very 
little farm service. The vast amount of 
rural electrification has been pursued and 
carried on by private plants. . . . Private 
plants charged for farm service in 1932 on 
an average of 2.8 cents per kilowatt hour. 
Municipal plants charged for the same serv- 
_ on an average of 5.6 cents per kilowatt 

our : 


Concerning the difficulty the REA 
has had so far in spending rural electri- 


fication money on a self-liquidating 
basis, a confidential Washington letter 
service recently reported : 


Well-informed observers are convinced 
that if this measure becomes a law, it will 
prove to be another New Deal flop. After 
nine months of o tion, the present REA 
has made only loans, totaling $6,373,362. 
A year ago the idea was fostered that the 
REA would need all of the 100 millions 
originally allotted to it, but instead the 
amount was cut to 10 millions within a few 
months. Farmers generally are unwilling to 
load themselves with the new debts and re- 
sponsibilities involved in securing electric 
service through cooperatives or similar 
plans. They prefer, as a rule, to await the 
coming of private utility service, which 
bears most of the burden. The orderly, 
substantial progress made by the utilities in 
extending service to rural territory will do 
the job as rapidly as economic conditions 
justify. 

Some experts believe the government 
could spend large sums to the greater ad- 
vantage of more people by providing high- 
way illumination. Incidentally, such work 
would furnish useful employment and doubt- 
less would tend to reduce highway accidents. 
It would also provide another large outlet 
for electricity. 


Well, such an alternative will be tried 
eventually, but hardly until after the 
general elections. 

—F. X. W. 
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Approves Rural Electrifi- 
cation Bill 


HE Senate Agriculture Committee on Feb- 

ruary 15th, after a half-hour deliberation, 
ordered a favorable report on the Norris bill 
providing for expenditures of $945,000,000 by 
the Federal government over a 10-year pe- 
riod for development of rural electrification 
throughout the country. 

Chairman Smith of the committee stated 
that some clarifying changes were made in 
the bill, but that the general purpose of mak- 
ing self-liquidating loans to states for rural 
electrification, construction of power plants 
and transmission lines, at the rate of approxi- 
mately $100,000,000 a year, was approved. 

The committee had held no hearings on the 
measure and only a few members of the com- 
mittee were present when the action was 
taken. 

Secretary of Agriculture Wallace in a com- 
munication to the Senate Agriculture Com- 
mittee advocated a long range rural electrifi- 
cation program and gave his hearty support 
to the Norris bill which the committee had 
reported. 


Asks Exemption 


Aiea of the American & Foreign 
Power Company, an affiliate of Electric 
Bond and Share, for exemption from the pub- 
lic utility act of 1935 has aroused consider- 
able interest at Washington. The parent con- 
cern is a nonregistrant. The American & 
Foreign Power Company operates in thirteeen 
foreign countries. It seeks exemption not only 
for itself but also for its numerous subsidi- 
aries. 

The applicant is said to seek exemption un- 
der that section of the act which gives free 
rein to companies which derive no material 
part of their income directly or indirectly from 
. any subsidiaries whose principal business is in 
the United States. The company is chartered 
in Maine, and in its plea specifically reserves 
all constitutional rights. The Securities and 
Exchange Commission sometime ago, how- 
ever, ruled that exemption is not compulsory 
in the case of companies chartered in the 
United States. 


TVA Decision Hailed 


RIENDS and advocates of the Tennessee val- 
ley project widely hailed the eight-to-one 
decision of the United States Supreme Court, 
validating the TVA operation of Wilson Dam. 


Senator Norris of Nebraska said that he was 
delighted but would have been heartbroken if 
the decision had gone the other way. Senator 
McKellar of Tennessee said it was the best 
news he had had in a long, long time. TVA 
Power Director Lilienthal declined to comment 
but, according to the United Press, “smiled 
happily.” Representative Rankin of Missis- 
sippi, co-author of the TVA act, confessed 
that he never had any doubt as to the outcome 
of the litigation. In the Tennessee valley, 
local newspapers could not get out their extra 
editions because news-hungry crowds invaded 
the press room. 

Everywhere New Dealers proclaimed it a 
sweeping victory, entitling them to go full 
steam ahead, not only with TVA but with the 
numerous “little TVA’s” throughout the Unit- 
ed States. Plans already in Congress for the 
further development of power in the Missis- 
sippi valley, the Ohio valley and the Columbia 
river basin, were stimulated. Representative 
Rankin, introduced a bill to create a Potomac 
River Authority for development of water 
power and the control of flood, navigation and 
stream pollution on the Potomac river, which 
flows practically through the city of Washing- 
ton. (President Roosevelt was reported to 
have frowned on this plan.) 

The liberal press generally hailed the deci- 
sion but important conservative newspapers 
editorially pointed out that the decision was 
expressly restricted to Wilson Dam and that 
other dams in the TVA setup might be found 
otherwise by the court in subsequent test 
cases. It was also observed that the court did 
not pass upon the right of the government 
to retail electricity but to take the necessary 
steps to get rid of a by-product; nor did the 
court pass on the right of the government to 
distribute its power for social purposes in a 
wider area than would constitute a “reason- 
able market.” 

Wendell L. Willkie, president of Common- 
wealth & Southern Corporation, declared that 
the companies, as taxpayers and security hold- 
ers, must continue to ask Congress and the 
administration to stop the further invasion 
of their property rights and the profligate 
spending of taxpayers’ money. Hugh 
Magill, president of the American Federation 
of Investors, declared that “what the court did 
not decide in the case may prove of even 
greater importance than what it did decide.” 


Spotlight on PWA Loan Tests 


s a result of the recent decision of the U. S. 
{% Supreme Court, upholding TVA opera- 
tions at Wilson Dam, national attention was 
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focussed upon the right of the PWA to make 
loans and grants for the construction of mu- 
nicipal power plants. It was generally con- 
ceded that the two New Deal policies (TVA 
operation and PWA loan-grants) were in a 
large sense mutually complimentary in carry- 
ing out the government’s program of en- 
couraging wider distribution of federally de- 
veloped power through publicly owned and op- 
erated local plants. Consequently, a legal de- 
feat for the government on the PWA might 
set back its plans for distribution, even though 
its plans for power production have cleared 
the court hurdles through the recent TVA 
decision. 

The New York Times reported that at- 
tempts would be made to rush a PWA loan- 
grant test case before the Supreme Court at 
this session in hope of obtaining a quick de- 
cision. The test case regarded as most likely 
was that of the Duke Power Company against 
Greenwood county, S. C., which the United 
States Circuit Court of Appeals for the 
Fourth Circuit has just decided against the 
utility company. Thirteen similar cases are 
before the District of Columbia Supreme 
Court and a few similar cases are pending 
elsewhere, but none has reached the advance 
stage of the South Carolina litigation. 

The decision to rush a typical case of this 
kind to the Supreme Court supported the 
belief of private utility officials that further 
action of the Supreme Court would be neces- 
sary before the government can gain a com- 
pletely free hand in its power plans for the 
Tennessee valley and elsewhere, although it 
was said that such municipal plants were not 
necessary to the government’s schemes. 


The Coaxial Cable Case 


HE Federal Communications Commission 
would assure the American Telephone & 
Telegraph Company full protection of patent 
rights and inventive secrets in connection with 
the proposed construction of a coaxial cable 
between New York and Philadelphia for ex- 
perimentation in television and multiplex 
telephony, according to a prediction in The 
Wall Street Journal published last month. 
The American Telephone & Telegraph has 
held up work on the project, contending that 
under the FCC’s authorizing order the com- 
pany would be forced to make public inventive 
secrets; possibly would lose valuable patent 
rights, would have to share the facilities with 
others, and would be open to the charge that 
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It was 


the cable was paid for by the public. 
reported that the FCC felt the company was 
unduly alarmed over possible loss of patent 
rights and over divulgence of secrets. How- 


ever, the commission was said to be in agree- 
ment on the treatment the matter should be 
given. 

Meantime, the nineteen Bell system compa- 
nies have decided, effective April 1st, to im- 
pose a minimum monthly charge of $10 on 
users of teletypewriter exchange service, plus 
a charge of $1 a month for each joint user. 
The decision ended a long controversy with 
the FCC. The action was taken after the 
FCC had directed the companies either to put 
into effect a minimum charge or to eliminate 
such a provision from their tariffs. A pro- 
posed monthly minimum charge of $30 had 
been successfully postponed since 1931, when 
the service was inaugurated. 


Northwest Power Plans Spurred 


A COMPREHENSIVE plan for the creation of a 
Pacific Northwest power agency as a 
public corporation to develop and transmit 
electric power was transmitted to President 
Roosevelt by the National Resources Board 
following the decision on the TVA by the 
Supreme Court. 

The plan as outlined in a report by the 
Pacific Northwest Regional Planning Com- 
mission, which includes representatives of the 
state planning boards of Washington, Oregon, 
Idaho, and Montana. 

“Federal power plants now under construc- 
tion or to be constructed should be integrated 
into a harmonious scheme of regional develop- 
ment,” said the report, but “an organizational 
framework equivalent to TVA is not the best 
suited to the Columbia basin.” 

Joint operation of the huge Bonneville and 
Grand Coulee projects and the Seattle Skagit 
development through state codperation is ad- 
vocated. President Roosevelt had requested 
information with regard to such a plan, but 
made it clear that Secretary Ickes and other 
members of the resources board had not yet 
endorsed the report. 

Whether this plan and legislation for setting 
up a Mississippi valley and Red River Au- 
thority similar to TVA would be hurried de- 
pended in part, it was understood, upon the 
disposition of private power companies to 
lower rates and otherwise codperate with the 
government in the districts affected by the 
power projects. 


ee 
Alabama 


Approves Rural Extensions 


wo new Alabama rural electrification 
lines, designed to serve more than 500 
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customers, and involving an expenditure of 
$147,000 were approved for construction by 
Morris L. Cooke, chief of the Rural Elec- 
trification Administration, it was announced 
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last month by Governor Graves. The lines 
are to be constructed in Lee, Clarke, and 


¥ 


Washington counties, under sponsorship of 
local “electric membership corporations.’ 


Arizona 


Attack Legality of Contract 


HE right of Secretary of the Interior Ickes 

to make a contract such as he proposed 
last month to make with the Gila valley irriga- 
tion district in Arizona for construction of a 
one-half-million acre reclamation project was 
challenged in a protest formulated by the at- 
torneys general of the four upper Colorado 
river basin states. 

The protest was to be submitted to the gov- 
ernors of Colorado, Wyoming, Utah, and New 
Mexico and then was to be sent to President 
Roosevelt. The four upper basin states con- 
tend that all contracts made by the secretary 
of the interior for delivery of water from 
Hoover dam must be made under the Boulder 
canon project act and he must charge for the 
water itself. It was alleged in the protest that 
Secretary Ickes was proceeding under the 


¥ 


reclamation act and not the Boulder canon 
project act. 

One reason advanced against the proposed 
contract was that, if carried out, it would not 
subject Arizona, but only the irrigation dis- 
trict to the Colorado river compact. sec- 
ond protest agreed upon by the attorneys was 
against the proposed Pilot Knob power plant 
on the All-American canal in the Imperial val- 
ley. In this protest it was pointed out that 
operation of this plant and of another plant a 
little farther north from the international 
boundary would let four million acre feet of 
water flow into Mexico. It was said that 
when the international water commission con- 
sidered the matter of diversions, the Mexican 
section asked for only 3,600,000 acre feet as 
the maximum, while the American section 
recommended not more than three-fourths mil- 
lion acre feet. 


Arkansas 


Accepts Water Bond Bid 


HE protracted difficulties of the city of 

Little Rock in obtaining Federal aid for 
a new water supply plant finally were over- 
come last month without the necessity of the 
Reconstruction Finance Corporation financing 
the purchase by the city of existing private 
utility property. The last minute shift in 
plans occurred when it was found that numer- 
ous private banking institutions had bid on 
floating a water revenue bond issue to finance 
the purchase. This will permit the Public 
Works Administration to grant funds for new 
construction purposes only. The joint bid of 
the Bancamerica-Blair Corporation of New 


¥ 


York and Stranahan, Harris & Company of 
Cincinnati of $3,950,000 for $4,090,000 par val- 
ue, 4 per cent water revenue bonds was ac- 
cepted and approved by the PWA. 

It was estimated that $208,000 annually 
would be necessary to retire the bond issue. 
The bond purchase contract called for deliv- 
ery of the amount of the loan immediately fol- 
lowing receipt of the bonds, and city officials 
said details of the transaction would be rushed 
so that the city could take over operation of 
the water company about April Ist. It was 
expected that a three-member commission of 
widely known citizens to supervise operation 
of the plant would be created, with an engi- 
neer-superintendent in active charge. 


Colorado 


Reduces Water Rates 


or the second time in three years, water 
rates charged customers of Greeley’s mu- 
nicipal water system have been reduced. A 
slash of 10 per cent in the rates will be put 
into effect July Ist, the city council voted last 


> 


month. About three years ago a 15 per cent 
reduction was made in charges to water 
customers. 

Last year’s income of the water department 
was $112,000 so that the 10 per cent reduction 
means about $10,000 smaller water bill for 
users. 
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Florida 


Ship Canal Snagged 


CHARGE that shipping interests, paid by the 
mile on their mail contracts, are opposing 
the Transflorida ship canal for selfish reasons 
was made in the house last month by Repre- 
sentative Green of Florida. 
Meanwhile, the action of the War Depart- 
ment appropriations subcommittee of the 
house, which refused to approve funds for the 


Florida canal, Passamaquoddy, and three oth- 
er projects advocated by the administration, 
but not yet authorized by Congress, was at- 
tacked and defended because of the position 
it had taken. 

The committee explained that the budget 
contained no estimates for numerous flood, 
harbor, and river projects authorized by Con- 
gress, but for which appropriations have 
never been voted. 


Georgia 


Appoints Jurists 


OVERNOR Talmadge last month appointed 
five superior court judges to sit on the 
state supreme court in place of justices of the 
court who have disqualified themselves in 
cases involving the Georgia Power Company. 


The judges named by the governor are as 
follows: 

Judge Charles Worrill, of Cuthbert; Judge 
John Rourke, Jr., of Savannah; Judge Claude 
H. Porter, of Rome; Judge B. G. Gardner, of 
Camilla, and Judge Eschol Graham, of McRae. 
They will sit in two divisions. 


Indiana 


Mayor Loses Again 


HE turbulent career of Mayor Bangs of 

Huntington reached another climax last 
month when the Indiana commission declined 
to issue an order of “convenience and neces- 
sity” to his “home-folk light and power com- 
pany.” The mayor, surrounded by friends, 
went to Indianapolis to present the application 
of the local civic corporation for authority to 
operate in competition with the existing pub- 
lic utility company serving electricity in Hunt- 
ington. 

At the commission hearing the mayor was 
confronted with an opposing delegation of 
Huntington citizens, who declared that the 
private service they are getting is all right. 

Incidentally, the mayor recently issued an 
appeal to local housewives to disconnect gas 
ranges and buy electric ranges, to be served 
by the municipal plant. The mayor, who has 
fought the private utility from many sides, 
offered current from the city’s “toy” plant at 


rates less than those charged by the Northern 
Indiana Power Company. 


Waterworks Bid Taken 


Dw sharp criticism over the offer by 
the city board of works at Kokomo to 
buy the local waterworks system of the Amer- 
ican Water Works and Electric Company of 
New York for $1,290,000, it was announced by 
the mayor on February 14th that the offer had 
been accepted. Critics claimed that the offer 
was extravagant because the system is not u "E 
to date, and the plan of the mayor to pay o 
the necessary bond issue would tend to raise 
consumer rates rather than lower them. Lo- 
cal civic organizations, asserting that under 
present conditions municipal ownership of the 
waterworks would be a liability, had voted 
ew against the transaction. 

he board was expected to sign the contract 
with the company and then the deal was to be 
ratified or rejected by the city council. 


Kansas 


Municipal Plant Not 
to Compete 


iy spe city officials last month announced 
they would not permit the municipal elec- 
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tric light plant to build transmission lines that 
would compete with those of privately owned 
utilities. 

Acting on an application from Allen county 
citizens who desired construction of a line to 
Humboldt, Chanute officials said they would 





PUBLIC UTILITIES FORTNIGHTLY 


sell current at wholesale prices if a codpera- 


plant would not string its own wires into the 


tive line were built, but that the municipal district. 


Kentucky 


Keeps Writ in Force 


upceE Gus Thomas of the court of appeals 

last month overruled a motion of the city 
officials of Middlesboro to dissolve an injunc- 
tion preventing them from constructing a mu- 
nicipal electric light system. The door was 
left open by Judge Thomas, however, for the 
case to be heard on its merits by the appellate 
court, when he stated his ruling was “without 
prejudice” to a complete hearing. 

The Kentucky Utilities Company obtained 
the temporary injunction against the Middles- 
boro mayor and city commissioners on the 
grounds that the city could not take steps to 


build the municipal light plant without having 
placed the question before Middlesboro voters 
in an election. The city advertised for bids 
on the proposed plant last December. 


Favors TVA Contract 


HE state senate by a close vote (18 to 17) 

last month passed a bill authorizing the 
Kentucky Public Service Commission to con- 
tract with TVA for power and light service 
from Norris dam. The bill was introduced by 
Senator John T. Murphy, of Covington. Ap- 
proval by the lower house and by the gover- 
nor was indicated. 


Maine 


Quoddy Funds Stopped 


Tz House appropriations committee on 
February 10th refused to sanction an ap- 
propriation for future construction of the 
Passamaquoddy bay power project. The com- 
mittee told the House that legislative approval 
should be given the project before it was con- 
tinued. 

Passamaquoddy was one of five large pub- 
lic works projects, funds for which were 
refused by the appropriations committee. 
War Department officials said the unexpended 
balance already available from the work relief 
appropriation would continue work for several 
months, and perhaps complete two sections of 
the dam on which work was started last 
month, 

Congressman Ralph O. Brewster advised 
Eastport officials the $9,000,000 appropriation 
was not rejected on its merits, but because 

it had not been previously authorized by Con- 


gress. He wired that “the action did not in 
any sense mean abandonment of the project.” 


Agrees with Complaint 


HE Maine Public Utilities Commission 

last month agreed with a complaint by 
the Damariscotta-Newcastle Water Company 
against itself that its rates were not sufficient 
to yield “a fair and reasonable return.” The 
commission said the rates of the company “fail 
to produce adequate revenue to meet reason- 
able requirements,” and ordered that fire pro- 
tection revenue from the town of Damaris- 
cotta be increased from $2,835 for hydrants to 
$4,500 annually, providing that the number of 
hydrants was increased from 21 to 30. The 
commission also decided there should be no 
increase in domestic or commercial rates in 
Damariscotta, but ordered an increase of $2 
a year in the minimum charge applying to cus- 
tomers in Newcastle. 


Massachusetts 


panies to turn into the state treasury all un- 
claimed deposits left with the companies by 
customers who have died or moved out of the 
state, or forgot that they had once put up $5 


Rejects Utility Bills 


re of the bills proposed by Thomas M. 
Burke, state senator of Dorchester, to reg- 
ulate public utility rates and holding compa- 
nies in Massachusetts were killed by the state 
senate, standing to the count of 15 to 12. His 
bills sought to put the electric companies out 
of the steam business ; to force the utility com- 


as a lasting deposit for utility service. An- 
other bill sought to give the state commission 
power to establish temporary utility rates, and 
. fourth sought to define by law a gas utility 
plant. 
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Kills Free Hand-set Bill 


A BILL to require the telephone companies in 
the state of Massachusetts to supply free 
hand telephone sets, after subscribers had paid 
the additional charge of 15 cents a month for 
thirty-six months, was killed by the state 
senate February 12th. 


Telephone officials explained that under the 
present policies the extra charge of 15 cents 
a month is eliminated after the subscribers 
have paid for the so-called French telephone 
or continental sets for thirty-six months. 
They contended there was no necessity for the 
law in view of the present method of handling 
the matter. 


Michigan 


City Assured Natural Gas 


[ee long fight to obtain natural gas 
reached a successful conclusion recently 
when the Panhandle Eastern Pipe Line Com- 
pany announced in New York it had com- 
pleted arrangements for financing the proposed 
pipe-line extension that will connect Detroit 
with the Amarillo gas fields in Texas. Wil- 
liam G. Woolfolk, president of the Detroit Gas 
Company, confirming the announcement, stat- 
ed the contract between the Panhandle Eastern 
Pipe Line Company and the Detroit City Gas 
Company “is now a firm and binding con- 
tract, insuring a supply of natural gas for dis- 
tribution to the metropolitan Detroit area, 
commencing July Ist.” The Panhandle East- 
ern signed a contract with the gas company 
to deliver to Detroit up to 90,000,000 cubic 
oe of the Texas fuel daily, beginning July 1, 


Codperative Hits Snag 


| be D. Walkling, secretary of the Michi- 
gan Rural Electrification Association, on 
February 10th reported to the Southeastern 
Ionia County Rural Electrification Codpera- 
tive that its efforts to complete organization 
and obtain a Federal loan to build 100 miles 
of new power lines had been blocked. The 
Michigan Corporation and Securities Com- 
mission had refused to accept the codperative’s 
incorporation papers on the ground the Michi- 
gan Public Utilities Commission first must 
approve the organization, he said. Walkling 
assailed the action as “pure obstructionism 
and accused the corporation and securities 
commission of acting in the interests of the 
private power companies. He said no state 
law required nonprofit, nonstock codperatives 
to get the approval of the utilities commission 
for incorporation. 


Minnesota 


Street Railway Earnings 


GAIN of nearly 100 per cent in the net 
profit of the Twin City Rapid Transit 
Company was reported for the year 1935. 
The actual figure was $472,075 as compared 
with $241,723 in 1934. While this was said 
not to represent much of a return upon the 


investment, the methods by which it was at- 
tained were said to be significant. Factors in 
the gain of $231,706 in net profit were an in- 
crease of $147,493 in revenue, a reduction of 
$20,000 in fixed charges and a cut of $64,213 in 
operating expenses. Gross receipts rose 2 
per cent, while the number of passengers car- 
ried increased 1.76 per cent. 


Mississippi 


Backs Tax Collection Stay 


| esereny injunctions restraining J. B. Gul- 
ly, state tax collector for Mississippi, the 
tax commission of that state, and others from 
attempting to collect state and county taxes 
from two large natural gas pipe lines operat- 
ing in south Mississippi, for a period of five 
years from the time the lines started operating 
in the state, were upheld February 14th by 


the United States fifth circuit court of appeals. 
Taxes which the state sought to collect from 
the Interstate Natural Gas Company, Inc., and 
the Memphis Natural Gas Company, for the 
5-year periods, totaled more than $500,000, 
according to the circuit court opinions. Both 
companies sought and were granted injunc- 
tions against collection of the “back taxes” 
by U. S. Judge E. R. Holmes of the Southern 
Mississippi district Federal court. 
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Nebraska 


Little TVA Hits Snag 


HERE will be no “little TVA” in the state 

of Nebraska, at least until the United 
States Supreme Court has passed upon the 
PWA scheme to combine the Loup and Platte 
projects with the Tri-County development 
pushed into the picture by Senator Norris. 
By agreement of counsel for the PWA and 
the Nebraska utilities, the Loup and Platte 
irrigation and power projects will be com- 
pleted and connected with a transmission line, 
as planned before the PWA allotted $10,000,- 
000 for the third plan, which would ultimatel 
cost twice that amount The irrigation rao 
of the Tri-County project will proceed, but 
the power phase must await court review. In- 
asmuch as a hearing on the merits before the 
District of Columbia Supreme Court will not 
be held until April 20th, there is no possibility 
of a United States Supreme Court review 
before the November election. In the mean- 
time, Nebraska public ownership advocates, 
who will boost Senator Norris for reélection 
as an independent, will probably seek to bring 
pressure on all other candidates in the state 
by demanding support of public power de- 
velopment. 

The agreement by which the power phases 
of the Nebraska projects are restricted under 
a temporary injunction in the District of Co- 
lumbia Supreme Court was reached by the at- 
torneys for five Nebraska power companies 
and the various public bodies concerned. It 
was said to clear the way for completion of 
work under the $28,400,000 already allotted 
for three Nebraska projects. 

The agreement forbids PWA, for the pres- 
ent, from financing any power phases of the 
Tri-County power and irrigation project or 
proceeding with its plans for a state-wide, in- 
terconnected power generating and distribu- 
tion system. The agreement specifically per- 
mitted completion of work on the $9,700,000 
Platte valley public power and irrigation proj- 
ect and the $8,700,000 Loup river public power 


project, including an interconnecting trans- 
mission line and a group of primary transmis- 
sion lines originally planned to get the power 
near to potential markets. It also permits the 
Tri-County project to go ahead on irrigation 
phases of its projects under its present 10- 
million dollar allotment. 

Power company officials opposed letting the 
Lage ye build the Keystone dam so it could 
be used for power. ending trial of the 
suit, the government and Tri-County officials 
agreed to limit work to phases clearly in- 
cidental to irrigation. 


Receives Fund for Power Study 


8 py of the Southeastern public pow- 
er district at Beatrice were pleasantly 
surprised last month with a check for $10,000 
from the Rural Electrification Authority in 
Washington. The money was for further re- 
search into the proposal for furnishing elec- 
tricity to farm homes in this section, started 
two years ago. It was said that “it will prob- 
ably be some time before actual construction 
begins because engineering plans submitted to 
Washington months ago have not yet been 
formally approved by the REA.” 


Gets Cheaper Power 


| hr reductions in electricity costs to 
Hastings domestic consumers were voted 
recently by the city council. General water 
and electric rate reductions were voted last 
January. 

The council also created a committee to 
study acquisition of a municipal gas system. 
The mayor of the city has advocated munic- 
ipal ownership of the gas facilities as a “ges- 
ture in retaliation” against the Central Power 
Company for its part in the suit to enjoin 
the Tri-County project and the Nebraska 
PWA power distribution system. The pres- 
ent gas distribution system is owned by the 
power company. 


New York 


Rate Reductions Reported 


UU rate reductions totaling more than 
$100,000,000 have been achieved for New 
York consumers in the past five years, the 
public service commission states in its an- 
nual report, as submitted to the governor and 


the legislature. The report raised a sharp 
and vitally important question over the issue 
of state versus Federal jurisdiction in the field 
of regulation—particularly communications. 


The New York commission pointed out that 
the Federal Communications Commission has 
gone ahead and prescribed a complete system 
of accounts for companies whose businesses 
are predominantly intrastate (New York 
Telephone Company). This order of the 
Federal commission was recently upheld by a 
New York Federal court and the case prob- 
ably will be appealed to the U. S. Supreme 
Court. 

The report indicated that of the total saving 
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during the 5-year period, $90,000,000 was ac- 
complished through negotiations between the 
commission and the companies or through or- 
ders at the conclusion of formal cases. The 
rest was said to be due to voluntary reductions 
by the companies themselves. The reductions 
do not include those ordered by the commis- 
sion but stayed by the courts pending judicial 
determination, nor those reductions which 
were not to go into effect until 1936. 

The report also contained an interesting 
statement on the results of assessing the costs 
of regulation on utility companies. Since the 
New York law allowing this practice was 
upheld by the courts, the rate cases before 
the commission dropped from 152 to 63 in one 
year. 


Busses Replace Trolleys 


[= month Broadway said farewell to tram 
car service which dates back almost 200 
years to the horse cars of 1740. The change 
came when motor busses were substituted on 
that thoroughfare, as they have been on two 
other traffic arteries in New York city, in re- 
sponse to the demand for faster transporta- 
tion. 

From a few million in the crinoline era, 
patronage of all forms of transportation in 
the city jumped last year to almost three 
billion passengers. New York has 752 miles 
of subway and elevated structure. Tram cars, 
gradually to be replaced with busses, travel 
over 872 miles of track. 


Ohio 


Questions TVA Legality 


| rege indications that municipal owner- 
ship advocates do not necessarily regard 
with favor the Federal power program was 
seen in the recent address of Mayor Burton 
of Cleveland, speaking extemporaneously to 
350 Republicans attending a McKinley Day 
banquet in Elyria last month. The mayor 
raised the question of whether TVA under- 
takings did not involve confiscation of private 
property without due compensation. He said 
the projects under TVA might be construed 
to be crowding out private capital invested in 
power plants. 


The mayor said he was in favor of munici- 
pal ownership “when that is the only method 
of solving a rate problem with private indus- 
try.” 


Approves Rural Codperatives 


A $232,700 loan by the Rural Electrification 
Authority to provide light and power for 
654 rural residents in Lorain and Medina 
counties was approved February 13th. It was 
the fifth sanctioned in Ohio by the authority, 
the others being in Miami, Shelby, Logan, and 
Champaign counties. 


Oregon 


Vote Utility Proposals 


A four state “spending” measures on the 
ballot at last month’s special election 
went down to a thumping defeat as Oregon 
voters cast an avalanche of negative votes. 
Significant, however, in view of such anti- 
spending sentiment, was the disposition made 
by voters in the city of Portland of three dif- 


ferent local utility service proposals: (1) 
Airport bonds were approved 5 to 2; (2) a 
street railway franchise was approved 7 to 6; 
(3) funds for a survey (with a view to ulti- 
mate municipal ownership) of local properties 
of the Northwestern Electric Company were 
denied by an overwhelming vote of 12 to 1. 
The last proposition had the earnest support 
of the city’s commissioner of public utilities. 


Pennsylvania 


Power Board Bans Dam 


HE Federal Power Commission on Feb- 
ruary 14th announced rejection of an ap- 
plication by the Electric Power Company of 
New Jersey, Inc., for a preliminary permit for 


a proposed hydroelectric project on the Dela- 
ware river in Pennsylvania and New Jersey 
near Tocks Island, near Easton. 

The commission found the application did 
not contain a satisfactory statement of the 
work proposed to be done nor an estimate of 
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its costs, and that the applicant failed to sub- 
mit satisfactory evidence of ability to finance 
the construction of the extensive hydroelec- 


tric development. The commission also said 
many protests against the application were re- 
ceived. 


Tennessee 


Cities Move for TVA Power 


CcORDING to The Wall Street Journal, 
Chattanooga, Tenn., supplied the first 
specific illustration of the influence the Su- 
preme Court decision on the TVA will have 
in inspiring local political bodies to become 
more aggressive in their municipal ownership 
plans. That city’s electric power board an- 
nounced that plans would start immediately 
for construction of a distribution system to 
compete with the Tennessee Electric Power 
properties now serving Chattanooga. 

Chattanooga’s action was expected to be a 
forerunner of similar developments in the area 
in the South available to TVA power. Nash- 
ville, which in the past has been comparative- 
ly free from any municipal ownership activity, 
was considered likely to seek TVA power. 
Agitation was started last month for a drive 
in that direction. Nashville is served also 
by the Tennessee Electric Power Company, 
a subsidiary of Commonwealth & Southern 
Corporation. 

Memphis, served by the Memphis Power & 
Light Company, a subsidiary of National 
Power & Light Company, an affiliate of the 
Electric Bond & Share Company, was also on 
the doubtful list. It was expected that the 


city fathers will demand that the Memphis 
Power & Light Company set a price on its 
facilities used for distribution of electricity in 
Memphis. 

Simultaneously, the United Press reported 
that TVA signed contracts with four smaller 
West Tennessee cities to sell them surplus 
power from Wilson Dam. It was the first 
action of this kind on power since the Su- 
preme Court decision. The cities are Bolivar, 
Milan, Somerville, and Jackson. 


City Loses Fight 


i same last month apparently lost its 
fight to avoid a delay of at least another 
year in carrying out its plans to construct a 
municipal power distribution system. The 
city was forced by the PWA and TVA to 
sign new contracts for a loan-grant and for 
power, and to ask the state supreme court to 
remand the case in which the construction of 
a municipal distribution system in under at- 
tack. The action apparently was required 
because the PWA feared an adverse court 
ruling on the form of contract originally used. 

Knoxville officials were reluctant to restart 
the litigation at the bottom. 


Texas 


Rules Bond Issue Valid 


Tz validity of bonds issued by the Brazos 
River Conservation and Reclamation Dis- 
trict to aid in financing its $30,000,000 proj- 
ect was upheld February 5th by the state su- 
preme court. A mandamus was granted the 
district directing the attorney general to ap- 
prove $3,600,000 in bonds to be repaid from a 
20-year diversion of state property taxes in 
ten counties and the revenue from operation 
of the flood control, power and. reclamation 
project. The power of the legislature to ap- 
propriate state tax proceeds for more than two 
years was one of the underlying questions. 
Directors of the district brought the test suit 
in collaboration with the attorney general to 


settle a question raised by the Federal gov- 
ernment. A WPA allotment was provided for 
construction of the project. 


Defeats Bond Issue 


or the second time in two months, the city 

of Wichita Falls defeated a proposed bond 
issue of $1,260,000 for a municipal electric 
plant. The Public Works Administration had 
agreed to take the bonds and make a gift of 
$490,000. The proposition was beaten by a 
narrow margin, despite use of six pages in 
the Congressional Record to produce a cam- 
paign document and a network (NBC) radio 
plea by Representative McFarlane of Texas. 
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Virginia 


Refuses Power Franchise 


T= Luray town council has ordered ap- 
plication made to the Public Works Ad- 
ministration for a grant to be used in building 
a municipal plant, it was reported last month. 
The announcement was made together with 
the statement that the body had “definitely” 


* 


refused to renew the Page Power Company’s 
franchise, which expired in 1934. Members of 
the council said the company had not offered 
“acceptance terms” during several months of 
negotiations. 

An engineering concern has been employed 
to survey the town relative to the establish- 
ment of a municipal plant. 


Washington 


Merger Awaits Campaign 


Geuents power merger question has been 
pushed into the background until after the 
city election of March 10th. J. D. Ross, plant 
superintendent, is urging the city to acquire 
the properties of the Puget Sound Power & 
Light Company, but has insisted that the city 
council withhold the purchase figures until 
after the election to prevent the merger issue 
from becoming a “political football.” Mean- 
while, a leading candidate for mayor issued a 
warning to Seattle voters to beware of “an- 
other white elephant” in the proposal to 
merge. 

The existing white elephant hinted at is the 
city’s street railway properties. 


¥ 


Seeks Federal Loan 


Gun. legislative machinery to help Seattle 
refinance and rehabilitate the street car 
system has been started at Washington, D. C., 
according to information received by the city 
council from Senator Lewis B. Schwellenbach. 
Seattle has been trying for several months 
to get a Federal loan of $5,000,000 to settle 
the railway debt with the Puget Sound Power 
& Light Company on a compromise basis, and 
to get an outright Federal gift of $2,000,000 
to improve trackage and buy new equipment. 
Senator Schwellenbach was said to be spon- 
soring a bill to authorize the Reconstruction 
Finance Corporation to make such loans on 
the security of municipal railway earnings. 


Wisconsin 


Utilities Push Fight 


Wee utility officials were reported 
last month to be combining to throw 
their strength against proposals to modify the 
public service commission’s much publicized 
order, 2-U-20, which empowers the utilities 
to extend lines into rural areas without re- 
straint. 

Modification was sought by groups of farm 
codperatives preparing to build their own lines 
with loans from the Federal government. The 
cooperatives complained that under the exist- 
ing order the utilities are in a position to in- 
terfere with the codperatives by building com- 
peting lines. 

Under the recommended change, each utility 
desirous of extending lines into a town it is 
not now serving would be compelled to file 
application to the commission in advance. 


¥ 


The commission would then notify other in- 
terested parties (the codperatives) imme- 
diately. 

If no objection to the proposed extension 
were filed within ten days, the company would 
be authorized to proceed. In case of objec- 
tions the commission would order public hear- 
ings, on the basis of which it would grant 
or deny the certificate of authority. 


To Vote on Municipal 
Ownership 


LY yom ey ownership of utilities, long the 
goal of Milwaukee’s Socialist adminis- 
tration, will be placed before the voters this 
spring for the first time in eleven years. The 
city council has approved a referendum, but 
no definite date has yet been fixed. 
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Reduction in Number of Shares Authorized 
to Save Transfer Tax 


NDER the present system of taxing 

the transfer of stock under the 
laws of several states, security owners 
find the tax burdensome when a large 
number of low-priced shares are out- 
standing instead of a smaller number of 
higher-priced shares. To remedy this 
situation, in the case of the New Hamp- 
shire Power Company, a reduction in 
the number of authorized common 
shares was permitted by the New 
Hampshire commission on application 
by the company. 

The shares outstanding had a net 
worth of about $27.64 per share on the 
basis of 26,078 outstanding shares of 
no-par common stock. The commission 
authorized the issuance of 5,215 shares 
to present shareholders, with their con- 


sent, at an approximate ratio of ex- 
change of 1 new share for 5. This 
would make the net worth of the new 
stock about $138.22 per share. No 
change in the rights, liabilities, or rela- 
tive position of the shareholders would 
result. Commission Chairman Smith 
said: 

The sole purpose and effect of the pro- 
posed transaction is stated to be the possible 
saving in stock transfer taxes. This tax is 
represented as amounting to 5 cents per 
share on no-par stock priced at more than 
$20 per share. 

There appears to be no reason why this 
saving, permitted by the present form and 
method of taxation, should not be made 
possible. 


Re New Hampshire Power Co. (D- 
F1743, Order No. 2967). 


e 


Competitive Bidding Required on Bond Issue 


HE Public Service Company of 
New Hampshire was authorized to 
issue bonds in order to retire bonds 
bearing a higher interest rate, but the 
commission decided that the authoriza- 
tion should be subject to the condition 
that the exact terms and price of the is- 
sue be determined after competitive bids 
-had been secured. 
Chairman Smith made the following 
statement : 

From the point of view of the public— 
both as customer and investor—it is im- 
perative that the securities of its utilities be 
sold upon terms and conditions, and at 
prices, which, all things considered, are the 
best obtainable. In recognition of this fact, 
the statute empowers this commission to 
authorize the issuance of securities only “if 
in its judgment the issue of such securities 


upon the terms proposed is consistent with 
the public good” (P. L. Chap. 241, § 3), 


and “upon consideration of any such ap- 
plication [to] take into account all facts and 
circumstances which may be relevant to the 
question whether the proposed issue of se- 
curities may be made consistently with the 
public good” (P. L. Chap. 241, § 4). From 
this it follows that we may withhold per- 
mission to issue securities because of objec— 
tions relating to their proposed amount, 
type, maturity, interest rate, or price, and 
that we may call for such affirmative show- 
ing as to the reasonableness thereof as, in 
our opinion, is requisite to a proper deter- 
mination of these questions. 


Acting under this grant of authority 
the commission decided that competitive 
bidding constitutes the best method of 
disclosing the most favorable terms up- 
on which bonds may be issued and sold 
by a public utility. Re Public Service 
Co. of New Hampshire (D-F1742, Or- 
der No. 2962). 
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Payment Not Allowed to Reimburse Bankers for 
Interest Paid to Hold Commitments 


bles Pennsylvania commission dis- 
approved a payment by the Peoples 
Telephone Corporation to an investment 
banking house as reimbursement for in- 
terest allowed by the banking house in 
order to hold prospective purchasers of 
bonds to their commitments. 

The bankers, acting upon the assump- 
tion that commission approval would be 
had before December Ist, proceeded to 
secure commitments from customers for 
the purchase of the bond issue and 
promised to deliver the securities on 
December Ist. The petition for com- 
mission approval was not filed until De- 
cember 3rd. Commission approval was 
not granted until December 17th. The 
bonds were delivered December 23rd. 

The commission said that the utility 


of Massachusetts, in an investiga- 
tion of gas rates, passed upon several 
claims of discrimination and violation of 
law because of the type of rate estab- 
lished by the company. Objections to 
the rates were for the most part dis- 
missed. 

The Massachusetts legislature in 1934 
prohibited a charge for the use of a me- 
ter or for similar purpose in the case 
of gas and electric utilities. A gas rate 
schedule providing for 100 cubic feet 
per month at 60 cents, 99,900 cubic feet 
at 10 cents per 100 cubic feet, and 
8 cents per 100 cubic feet for all in ex- 
cess of that amount was held by the 
utilities department not to be in viola- 
tion of this statute. It was said: 

The service charge, as we understand it, 
is a charge made for standing ready to 
serve, whether any gas or electricity is used 
or not. It is a charge similar in character 
to the charge for rent of a meter. Both are 
charged where no gas or electricity is used 
and it is that sort of a charge, in our opin- 
ion, that is referred to in the statute. It is 
to be noted that such a charge is not pro- 
hibited except in the supply for domestic 


corporation was not indebted to anyone 
for the bonds until their delivery and 
until then did not have the use of their 
proceeds. Therefore, it should not pay 
interest upon moneys not yet in its pos- 
session. It was said further: 


There is, however, a more important rea- 
son for disapproving this payment. Under 
the Public Service Company Law, a utility 
may not issue securities until it shall have 
obtained our approval. Accordingly a pub- 
lic service company cannot properly agree, 
and a prospective purchaser cannot properly 
assume, that commission approval will be 
forthcoming upon or before a given day, 
and that the delivery of securities can thus 
be accurately forecasted. As a matter of 
fact, it is possible that the security issue 
will be disapproved. 


Re The Peoples Telephone Corp. (Se- 
curities Docket No. 138). 
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Form of Gas Rate Structure 
Te Department of Public Utilities 


use and not then where the supply is fur- 
nished seasonally, or under promotional 
rates or room or area rates, when approved 
by the department. The statute also pro- 
vides that “subject to the approval of the 
department, rates may be graduated accord- 
= the quantities of gas or electricity 
used. 

We are inclined to the view that the legis- 
lature had in mind, in the passage of the 
act, the elimination of service or other simi- 
lar charges, collectible whether or not any 
gas or electricity was used, and intended to 
restore the situation, except as to seasonal 
and promotional and room area rates, as it 
obtained prior to the passage of chapter 404, 
of the Acts of 1921. As a consequence, we 
are of the opinion that the rate challenged 
is not in violation of the terms of the statute. 
To the same effect see McCormick v. The 
+ igaceeaanal Lighting Co. 252 N. Y. Supp. 


Complaint was made against a house- 
heating rate on the ground that it was 
discriminatory. The rate was condi- 
tioned upon the customer paying $75 
per annum for gas used in space heating 
only, whether the customer used that 
amount of gas or not. Here, the com- 
mission said, the conditions were not 
the same as the customer was required 
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to guarantee the payment of $75 for gas 
used for space heating in order to ob- 
tain the advantages of the rate. The 
commission said, however, that the rate 
was objectionable and that the rate 
should be available to all persons using 
substantially the same amount of gas 
and who guaranteed a like return, what- 
ever the use might be to which the gas 
was applied, with provision, if neces- 
sary, to insure similar uniformity of use 
as that of customers having space heat- 
ing requirements. 

Criticism was also directed to rates 
available only to those using automatic 
self-acting gas heaters to supply hot wa- 
ter requirements. Concerning this criti- 
cism the department said: 


While no argument was advanced by the 
company in relation to these rates, other 
than they were rates established to meet 
competition in water heating, nevertheless 
we think that they may be justified on the 


ground that “automatic, self-acting gas 
heaters” tend to a longer and more uniform 
use of gas than where no heaters or other 
types are used. At any rate, we do not feel 
at this time, with the information available 
to us, that we can say that the use of an 
automatic water heater does not change the 
conditions applicable to the service and thus 
justifies the rates. 

A newly filed gas rate schedule which 
in effect loaded into the commodity rate 
for the first thousand cubic feet $1.10 
as a charge was disapproved. The de- 
partment referred to former holdings 
that service charges of $1 and of 86 
cents per month, respectively, had not 
been justified, as customer costs, in the 
opinion of the commission, did not ex- 
ceed materially 50 cents a month per 
customer. No change in conditions was 
found to warrant a different view as to 
the propriety of such rate. Re Boston 
Consolidated Gas Co. (D. P. U. 4885 et 
al.). 
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Power to Regulate Motor Carriers Sustained in Wyoming 


sk Supreme Court of Wyoming, 
answering a list of constitutional 
questions certified by a lower court, sus- 
tained for the most part the provisions 
of the state motor carrier act providing 
for the regulation of contract and pri- 
vate motor carriers on public highways. 
The increase in the number of such car- 
riers and the growth of the use of main 
highways had been such, in the opinion 
of the court, as to justify establishment 
by the state of proper statutory control 
to preserve and maintain the investment 
it had made for the benefit of all its citi- 
zens. 

Provisions requiring the giving of se- 
curity for public liability and property 
damage were sustained as making defi- 
nitely for safety in the operation of all 
motor vehicles on the highways. 

A provision, however, forbidding the 
issuance of a permit to a contract carrier 
until adequate security had been deposit- 
ed with the commission for remittance 
to shippers of moneys collected on col- 
lect-on-delivery shipments was held to 
be unconstitutional as being no exercise 


of the police power and an unreasonable 
interference with the right to make con- 
tracts on the part of contract carriers. 

The provisions of the statute were not 
viewed by the court as illegally attempt- 
ing to prevent competition between car- 
riers but as directed towards the safety 
of the public in the use and preservation 
of the highways. 

Provisions requiring records for in- 
spection by the highway department and 
monthly reports were sustained, as were 
provisions fixing the amount of com- 
pensatory fees to be charged by the 
commission. 

Exemptions of motor carriers operat- 
ing wholly within municipalities, motor 
carriers transporting to and from such 
a municipality and adjacent airports, 
farmer or rancher transportation, trans- 
portation of school children, operation 
by the United States and the state or 
any subdivision thereof were sustained 
against a contention that they violated 
constitutional requirements of uniform- 
ity. 

The court .also sustained provisions 
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relating to the enforcement of the act by 
injunction as well as imposition of 
penalties. Public Service Commission 


of Wyoming v. Grimshaw (53 P. (2d) 
1) 


In a codrdinate case the court made 


e 


similar rulings and held further that the 
provisions of the act forbidding a 
change in rates or routes without com- 
mission authorization were not uncon- 
stitutional. State v. Grimshaw (53 P. 
(2d) 13). 


Legal Rate Is Lawful Rate 


“a Supreme Court of Washington, 
refusing to recognize a difference 
between a legal rate and a lawful rate, 
affirmed a decision by the department of 
public works which dismissed a com- 
plaint asking reparation for charges 
made by a railroad at rates fixed by filed 
tariffs but alleged by the shipper to be 
unlawful because unreasonably high. 
The contention of the shipper was 
based upon the theory, finding support 
in the decisions of some states as well as 
Federal courts, that there is a distinc- 
tion between a legal rate and a lawful 
rate. Under this theory rates are filed 
and published in order to render rates 
definite and certain and to prevent dis- 
crimination and other abuses. These 
become the legal rates which must be 
charged to all shippers, but, as stated by 
Justice Geraghty : 
This line of authority holds that a tariff 
rate filed by the carrier under the statute, 


while legal, becomes conclusively lawful 
only after its reasonableness has been deter- 
mined by the regulatory authority; and if 
the filed rate, although legal in the sense 
that its collection is obligatory on the car- 
rier and shipper alike, is thereafter found to 
be unreasonable, the person damaged by its 
exaction is entitled to reparation. 


The Washington court refused to rec- 
ognize this distinction but on the con- 
trary held that rates specified in the 
schedules filed and in effect are the only 
lawful rates and remain such so long as 
they are effective. The court held that 
rates cannot be given effect retroactively 
beyond the date of filing a complaint 
against them. Whatever may be its 
form a claim for reparation for over- 
charge as against a rate, lawful at the 
time of collection, seeks in effect the 
giving of retroactive force to a rate 
schedule. State ex rel. Standard Oil 
Co. of California v. Department of Pub- 
lic Works et al. (53 P. (2d) 318). 
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Georgia Commission Declines to Follow Findings 
of Interstate Commission 


HE Constitution and laws of 

Georgia lay upon the Georgia com- 
mission the duty of prescribing just, 
fair, and reasonable freight rates. The 
commission cannot lawfully delegate 
this authority to any other body, nor can 
it substitute the opinion of any other 
commission for the independent judg- 
ment which it must exercise. This is 
the substance of two decisions of the 
Georgia commission refusing to increase 
intrastate freight rates to conform with 
interstate rates approved by the Federal 
commission. 


In one of these cases the Interstate 
Commerce Commission, on the same 
evidence as had been presented to the 
state commission, authorized higher 
rates on fertilizer. This, in the opinion 
of the state commission, would be a 
detriment to the farmers and railroads 
of Georgia. The commission said: 

The Georgia commission is of the opinion 
that the Interstate Commerce Commission is 
clinging to a fallacious theory when they are 
of the opinion that an increased rate means 
increased revenue to the railroads. This 
theory has been thoroughly disproved by the 
experience of the railroads in recent years 
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